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e In the Record e 


“How Much Steam in the Boom?” 


Under the above title, Newsweek magazine has advertised in 
leading papers across the country THE CONFERENCE Boarp’s 
fourth-quarter report on its continuing study of capital ap- 
propriations (financially sponsored by Newsweek). Eleven pages 
of this issue of The Business Record tell the story of what the 
1,000 largest producing firms are doing in the way of appro- 
priating for replacement and expansion. The report indicates 
how much braking is being applied to the capital goods boom, 
how much fueling... . 

Charts make trends vivid. 

Tables give figures in detail. 

The text starts on page 118. 
And how is business otherwise? Our monthly Highlights 
article is primarily concerned with what’s happening to in- 
ventory-sales ratios and with the causes of stock accumula- 
tions and differences therein. Our analyst looks to the trend 
in industrial loans, to production rates, to evidences of changes 
in businessmen’s attitude toward stock building for light on 


the subject. ; : 
Why the relative evenness in manufacturing 


activity, the big rises outside that sector? 

How big, in terms of employment, payrolls, 
income, etc., are these nonmanufacturing 
sectors? (See page 98.) 


And what about productivity—in and out of manufacturing? 
We've been taught that, by and large, productivity rises in 
this country about 2% per annum. But it looks as though there 
was little or no improvement in 1956. If this is true, why 
wasn’t there any gain? And what does the absence of improve- 
ment signify? : 
Are we girding for the neat efficiency leap? 
Have we gained much more than the 2% in 
some years? 
How accurate are our measurements? 
What about the ratio of nonproduction 
workers to production workers? (Page 110) 


97 


Business is also people buying—and saving to buy. Net per- 
sonal saving reached in 1956 the highest annual amount since 
the years of World War II. But something is happening to the 
structure of personal saving. Contractual saving has been in- 
creasing at a considerable rate and evidence suggests that it is 
being “maintained at the expense of more liquid savings 


forms.” 
How much is this change affecting freedom in 


choice of purchase? 
And which broad groups of buyers and savers 
are most affected? 
(Page 102) 
United States interest in business across the northern border 
is discussed by the editor of the Winnipeg Free Press under the 
title of “The American Boom in Canada.” Primarily a story 
of how “America Discovers Canada,” this article, which orig- 
inally appeared in Lloyds Bank Review, of London, cites in- 
vestment figures, recalls North American history, discusses 
geography, politics and economics, and while looking into the 
future interprets current movements. These latter are mighty 
in volume and import. 


This article, by T. W. Kent, was initially in- 
tended for English eyes. As such, it pre- 
sents, both to American and Canadian 
readers, ideas and situations that, while 
familiar, seem to have gained added in- 
terest and clarity in “suffering a seachange.”’ 
An unusual article of international sig- 
nificance from the heartland of Canada. 
(Page 135.) 


Other articles in this issue: 
The 200 largest manufacturing corporations 
(page 105)... 
Comparative buying power of an hour’s work 
here and abroad (page 130)... 
Business indicators (page 143)... 
Business forecasts (page 109). 


INVENTORIES AT WORK 


The current downtrend of production reflects early cautions about the level of stocks 


ditions have taken on a decidedly mixed colora- 

tion. In January, the industrial production in- 
dex declined for the first time since the strike-bound 
month of July, 1956. The decline may be more illusory 
than real, or it may be bigger than now appears in the 
statistics. Problems of estimation, of output imputations 
from man-hour data, and even of statistical rounding of 
decimal places, make the definition of turning points in 
this series a hazardous undertaking. But it is at least 
clear that since about September industrial activity, as 
measured by this best known of all American statistics, 
has been pointing no trend. And within the components 
of the index, the evidence seems to indicate a fairly 
broad subsidence of activity in most durables lines. 


ON THE PRODUCTION FRONT 


In January (and evidently in February as well), 
primary metal production, machinery production, out- 
put of fabricated metal products and lumber and wood 
products were running below the seasonally adjusted 
rate in any of the four preceding months, and in three 
of the four cases moderately below a year ago. But 
there has been a sharp rise (even after seasonal adjust- 
ment) in the transportation equipment industry which, 
in turn, reflects the revival of automobile production 
following the model change-over shutdowns in the fall. 
Among soft-goods industries, stability has been general, 
with only the textile and apparel sector showing a sig- 
nificant decline in recent months. In paper and printing, 
chemicals and petroleum products, and food, beverage 
and tobacco industries, activity is virtually unchanged 
from the levels prevailing in the fall. 

In January, production-worker employment in manu- 
facturing was slightly below its level a year earlier. 
Again underneath the aggregates, the production- 
worker employment figures suggest a broad rolling peak 
in activity. Excepting only the machinery industries 
and instrumentsand related products, all of the two-digit 
durables classifications show year-to-year declines in 
employment in January. Since the fall of 1956, every 
durables industry except transportation equipment 
(which includes automobiles) has exhibited a declining 
employment trend. Factory employment in most non- 
durable goods lines is likewise below a year ago, and on 
a seasonally adjusted basis, below several months ago. 


My sitions have in the first quarter, business con- 
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At least for the present, trends outside the manu- 
facturing sector appear to be stronger than within 
manufacturing itself. Employment in nonmanufactur- 
ing continued to creep upward in the late months of 
1956 and in early 1957, while manufacturing employ- 
ment stabilized. Total nonagricultural employment is 
1 million higher than a year ago. Of this increase, a full 
quarter is accounted for by a moderate rise in Federal 
Government employment, and a sharp rise in the em- 
ployment of state and local governments. Employment 
in trade is also a quarter of a million higher now than a 
year ago. Construction employment, despite the sharp 
decline in residential building, is almost 200,000 above a 
year ago. And small employment increases have been 
registered 1n mining, transportation, finance and serv- 
ices. There may be some point in observing that whereas 
factory employment is below a year ago in the vast 
majority of manufacturing industries, every one of the 
nine nonmanufacturing sectors for which the Bureau of 
Labor Statistics prepares seasonally adjusted monthly 
data shows an increase over a year ago, and even in 
manufacturing the number of nonproduction jobs has 
increased roughly 10%. 


IMPORTANCE OF OTHER SECTORS 


Factory production activity is far from being the only 
aspect of business conditions worthy of attention. Pro- 
duction workers account for less than a fourth of total 
nonagricultural employment, and perhaps a fifth of all 
employment. The industrial production index itself 
(which includes mining activity as well as manufactur- 
ing) is usually said to cover only about one third of total 
economic activity. At the same time, it is worth noting 
that industrial activity is widely considered the hot 
core of the business trend, in the sense that production 
fluctuates more rapidly than service activities, and also 
in the sense that it tends to lead other sectors. 

What may be worth analysis in all this is the question 
why production activity has been at best standing pat 
during a four-month period in which national product 
in both real and dollar terms, prices, aggregate employ- 
ment and income have been advancing. 

In any listing of current strengths and weaknesses in 
business conditions, the manufacturing sector, per se, is 
likely not to appear at all. Residential construction is 
generally regarded as a weakness, at least for the short 
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Inventory—Sales Ratios of Durables Manufacturing Industries 


Data are quarterly averages of the ratios of month-end inventories to sales during the month, seasonally adjusted. 


1 Peak 2 Late in recession 
Sources: Dept. of Commerce; Tur ConFERENCE BoarD 


term, because of the unhappy trend of the available 
data on FHA applications and VA appraisal requests, 
not to mention the construction contract awards figures. 
Government spending would appear on most lists as a 
strength—if not for the next several months then cer- 
tainly for the last half—on the basis of the fiscal 1958 
federal budget and the long-term spending patterns of 
state and local governments. 


NO FIRM TREND APPARENT 


But the dominant industries in the manufacturing 
complex seem neutral, at least for the next several 
months. In at least two of these industries, it would be 
possible to make a case for growing weaknesses in the 
future. In automobiles, the level of dealers’ stocks has 
risen to a point where it very adequately discounts a 
considerable seasonal improvement in sales during the 
spring. But there is as yet no reliable ground for arguing 
that the seasonal improvement will not appear. And in 
capital-goods lines, the short-term strength indicated by 
surveys of prospective delivery rates in the future are at 
least equaled, and perhaps exceeded, by the indications 
of future weakness appearing in new orders and contract 
awards figures. 

These neatly balanced pairs of statistics tend to 
deflect attention from the manufacturing sector as a 
short-term influence on general business trends. More- 
over, even close scrutiny of inventory-sales ratios in 
durables manufacturing seems to disclose nothing in the 
way of a clear excess that poses a threat to activity in 
any one line. Analysts have to decide whether this 
strangely self-effacing behavior of inventory ratios is 
truly indicative of stability, or whether it is just a calm 
before a storm. 


CHANGE IN ATTITUDE 


For the fact is that the sluggishness in manufacturing 
activity seems largely attributable to the retarding in- 
fluence of a change in attitude toward inventory on the 
part of manufacturers themselves. This is not the same 
thing as saying that inventory policy has reversed within 
manufacturing; characteristically, inventory continues 
to rise for several months after attitudes toward in- 
ventory have changed their complexion. And it is cer- 
tainly not the same thing as saying that total business 
inventories (including trade) have reversed their trend. 
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3 Early in recovery 


In fact, quite the opposite appears to be true. While 
automobile manufacturers have certainly lost their 
ardor for steel, the steel itself is still accumulating in the 
form of completed automobiles in the hands of fran- 
chised dealers. 

Nevertheless, it is true that purchasing agents are 
exerting new caution about stocks and coverage. This 
caution is moderate, but not particularly selective. It 
evidently applies to steel, where expectations of price 
weakness are still not much more than a forlorn hope 
(for purchasers), just as it applies to copper, where price 
weakness has been a cheerful reality (for purchasers) for 
months, 

The condition of inventory-sales ratios has been a 
minor bewilderment to analysts throughout much of 
the past six months. As 1956 ended, the levels of the 
ratios in durables manufacturing were, in general, some- 
what higher than in late 1948, a period that immediately 
preceded a reversal of inventory policy. They were also 
somewhat higher than in the middle of 1953, a period 
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Diffusion Index Rises 


IN DECEMBER, the Board’s diffusion index rose 
moderately, to 0.33 from —0.50 in November. The index 
moved into a positive area in December for the first time 
since May. However, it remained within the relatively 
narrow range around zero that has prevailed ever since 
last April. Taking 1955 and 1956 together, the highest 
level reached by the index was 4.50 in February, 1955; 
the lowest point was —1.50, reached in July, 1956. 
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Of the twelve series comprising the diffusion index, 
commodity prices, business failures, freight carloadings, 
average hours worked in durables manufacturing, and 
steel production rose in December. Contract awards for 
residential building and for nonresidential building de- 
clined during December, as did paper production and 
output of textile mills. New orders in durables manu- 
facturing, hours worked in nondurables industries and 
industrial stock prices exhibited no clear trend in the late 
months of 1956. 

The diffusion method of summarizing the behavior of 
a large number of individual indicators is described in the 
Board’s Technical Paper, Number Five, “Cyclical Dif- 
fusion: A New Tool for Business Analysis.” Copies are 
available to Associates on request. Included with each 
copy is a data sheet showing monthly statistics for the 
diffusion index (and for a number of other types of 
diffusion measures described in the Technical Paper). 

(Computation of the diffusion index for the early months 
of 1957 is being delayed somewhat by changes in the report- 
ing of contract awards data. The figures will appear in The 
Business Record as soon as they are available.) 


which also marked the beginning of an inventory re- 
versal. They are well above the levels of the second 
quarter of 1950 and the second quarter of 1955—periods 
which might be described as early phases of business 
cyclical recoveries. And they are quite significantly be- 
low the levels of the second quarter of 1949 and the 
second quarter of 1954, when inventory recessions were 
already far advanced and inventories themselves had 
been declining for several quarters. 

All of this illustrates the occasional ambiguity of in- 
ventory-sales ratios as indicators of the business trend. 
Inventories are a “stock” figure and sales a “flow” 
figure, and inventory-sales ratios tend to move inversely 
with the highly volatile denominator, rather than di- 
rectly with the slow-moving numerator. As sales volume 
reaches a plateau in the late stages of an expansion, in- 
ventory-sales ratios may momentarily assume the trend 
of inventories themselves, which are usually rising, but 
at these times the levels of inventory-sales ratios do not 
ordinarily seem very high. They rise rapidly only after 
the decline in sales accompanying recession has already 
begun, at which time the ratios are reflecting recession 
rather than forecasting it. 

Viewed in the light of their relationship to sales 
volume, inventories in durables manufacturing have 
assumed their usual trend prior to a reversal of inven- 
tory policy; that is, in the last several months of 1956 
inventories were rising, while sales were relatively con- 
stant, and the ratio drifted upward. 

This description holds for the primary metals in- 
dustry, the fabricated metals industry, the machinery 
industry and the lumber and furniture industry. It does 
not hold for the transportation equipment industry, 
where sales volume moved up sharply late in 1956, 
owing to the expansion of automobile volume. And it is 
not a particularly good description of what is happening 
in the stone-clay-glass industry, where sales volume has 
moved erratically and inventories have been relatively 
stable. 

If the transportation equipment industry were to be 
excluded from the total, the aggregate figures for du- 
rables manufacturing industries would conform reason- 
ably well to the generalization; that is, inventories have 
been rising for a four-month period during which sales 
have been relatively stable, and the ratio has been 
drifting upward. 


TRENDS IN INDUSTRIAL LOANS 


At this writing, there is little in the way of direct 
statistical information on the trend of manufacturing 
inventories in early 1957. However, judging from the 
trends in industrial loans, the rate of inventory accumu- 
lation is tending to abate. In metals and metal products 
lines, business loans in the first seven weeks of 1957 have 
shown little net change, as contrasted with a consider- 
able net rise in the same weeks of 1956. Approximately 


the same relative trend appears in the textiles, apparel 
and leather industries. 
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In food, liquor and tobacco industries, the net repay- 
ment of loans in 1957 has been considerably sharper 
than in 1956. In petroleum, coal, chemicals and rubber 
industries, outstanding loans rose less sharply in 1957 
than in 1956. In wholesale and retail trade, net repay- 
ment has been very much sharper than in the corre- 
sponding weeks of 1956. But among sales finance com- 
panies, net repayments, after conforming to the 1956 
pattern throughout January, have recently been much 
smaller than they were in the same weeks of 1956. 

The tightening of attitude toward inventory ac- 
cumulation shows up in a number of nonquantitative 
ways. In its February roundup, the National Association 
of Purchasing Agents reported a growing conservatism 
on the part of purchasing agents, and a considerable 
amount of price resistance. Price resistance and con- 
servative inventory policy are, of course, parallel 


The Trend in Business Loans 
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phenomena, but one side is often more significant than 
the other. If price resistance is successful in ending an 
uptrend in materials prices, it does not necessarily fol- 
low that purchasing policy will then become less con- 
servative. One of the more accurate propositions about 
the economic behavior of businessmen is that they ex- 
pect a declining price trend to continue, and for that 
reason alone inventory policy rarely reverses twice in 
rapid succession. 


THE LATE FEBRUARY LOOK 


Outside of manufacturing, inventory-sales ratios do 
not appear to be particularly high, and among many 
retail lines seem to be quite conservative. In recent 
months, the pronounced rise in automobile inventories 
has tended to maintain the aggregate retail inventory- 
sales ratios stable, even in the face of rising retail volume. 
If retail volume should stabilize, the ratio would pre- 
sumably enter on that phase of slow advance which the 
manufacturing ratios entered on several months ago. 

As of late February, there are a few tentative proposi- 
tions about inventory that seem to be valid. In the first 
place, the apparent downward trend in industrial produc- 
tion in early 1957 is at least in some measure a reflection 
of changing inventory policy. The statistical and non- 
statistical reporting of inventory trends lags well be- 
hind the reporting of production trends. This should not 
obscure the fact that inventory conservatism is the 
cause in this relationship, not declining production. 

Secondly, the known facts about inventory at the end 
of 1956 can be interpreted as indicating that inventory 
levels are about where they usually are when inventory 
policy changes. Thirdly, the current change in inventory 
policy seems, in general, to be somewhat earlier, relative 
to the general trend of business conditions, than the 
comparable change in late 1948, or mid-1953. It. seems, 
this year, to be more anticipatory. On both of the earlier 
occasions, the change in sentiment with respect to in- 
ventory accumulation came suddenly, and well after 
the time when the general course of business in the en- 
suing year was already clearly downward. 

This in turn suggests a further proposition: that busi- 
nessmen have become coldly realistic about the business 
outlook while the outlook is still uncertain. This is all to 
the good. It may be that the now widespread practice 
of business forecasting is beginning to pay very tangible 
rewards, in the form of anticipations of trouble early 
enough for at least partial corrective action. The grow- 
ing conservatism over inventory so early in the year, 
and the resulting slacking off in production, is a sign 
that business sentiment is now well tuned to the actu- 
alities of the 1957 scene. And the disconcerting pos- 
sibility that a sharp inventory reversal will occur later 
in the year when spending for plant and equipment 
may recede for other reasons is correspondingly reduced. 


ALBERT T. SOMMERS 
Division of Business Analysis 
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STRUCTURE OF PERSONAL SAVING 


Department of Commerce, reached a level of al- 

most $21 billion in 1956, the highest annual 
amount since the years of World War II. Personal sav- 
ing accounted for more than 7% of disposable personal 
income—a rate notably above the pre-World War II 
average of about 5%, and close to the middle of the 
range that has prevailed for the past decade. 

An apparent contradiction between personal saving 
levels and current appraisals of consumer saving be- 
havior can be traced in part to changes in the structure 
of personal saving. Among the wide variety of personal 
saving forms, certain “contractual” forms have grown 
increasingly important, while more traditional non- 
contractual saving media have declined in importance. 


WHAT TERM COVERS 


The term “contractual” covers those forms in which 
the saving is prefixed in amount and in periodicity. 
These include repayment of mortgage and instalment 
debt, and insurance and pension payments. Since early 
1951, the quarterly rate of consumer instalment repay- 


No PERSONAL SAVING, as measured by the 


ment has increased by about four-fifths, and mortgage 
amortization by a similar proportion. Premium pay- 
ments to life-insurance companies and premiums paid 
to noninsured pension funds are up by more than 50%. 
Together, these contractual forms have increased from 
approximately 16% of disposable personal income six 
years ago to 21% currently. 

Against the gross contribution of contractual saving 
payments to total personal saving, there is dissaving in 
the form of extensions of short-term and mortgage debt. 
When these are subtracted from repayments on pre- 
viously extended debt, their contribution to personal 
saving has generally been negative throughout the past 
decade. 


WHERE GROWTH HAS COME 


However, saving in private insurance and pension re- 
serves has consistently been positive, and has shown an 
impressive uptrend as a percentage of total annual 
personal saving. In 1951, these saving media accounted 
for 30.5% of the personal saving total; in 1956, approxi- 
mately 41%. The asset holdings of individuals in these 
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“security” forms have also grown impressively : accumu- 
lated private insurance and pension reserves of indi- 
viduals have risen from $68 billion in 1950 to almost 
$110 billion currently. 

Contractual “security” saving becomes an even 
weightier aggregate when government pension and in- 
surance programs are taken into account. For con- 
ceptual reasons, these are not included in the personal 
saving measures of the Department of Commerce. For 
the individual, they nevertheless constitute provision 
for old age and retirement. Their impact on consumer 
behavior, therefore, is similar to that of private pension 
reserves. Addition of governmental to private insurance 
and pension reserves increases accumulated “security” 
equities by more than 50%. 


HOW CONTRACTUAL SAVING DIFFERS 


Contractual saving differs from other saving forms in 
certain important respects. To some extent, all con- 
tractual saving is compulsory in nature. Saving in 
governmentally operated “security” funds is, for the 
most part, required by law. Many private pension and 
insurance plans are employment-connected, and be- 
come, in effect, a condition of employment. Saving in 
the form of debt payment carries the force of legal con- 
tract. Individual insurance, the most easily revocable 
contractual saving form, takes on the psychological 
aspect of a purchase for which the consumer is periodically 
billed. 

The assets accumulated by means of contractual sav- 
ing are all relatively illiquid. They are not readily con- 
vertible into cash before the expiration of a fixed time 
period. Debt repayment improves the financial status of 
the consumer but builds no money reserves. Further, 
contractual saving, because of its obligatory nature, 
takes preference in the budgets of consumers over alterna- 
tive uses of income. It thus reduces the range within 
which the consumer may divide his income between 
spending and noncontractual saving. 

The involuntary and illiquid nature of contractual 
saving has been responsible for some of the current con- 
cern about individual saving behavior. Are consumers 
surrendering voluntary for compulsory saving, and thus 
reducing their freedom of action in the event of an 
economic downturn? Has contractual saving grown at 
the expense of current liquidity? Has the enlarged 
volume of compulsory security saving resulted in an in- 
creasing tendency for individuals to finance current 
purchases through debt? 


AN UNBROKEN UPWARD TREND 


The record of the past half-decade delineates the 
relative rigidity of contractual as compared with non- 
contractual savings. While the total personal saving 
rate has shown marked volatility, net security saving 
‘has displayed an unbroken upward trend. Over-all per- 
sonal saving declined from 8% of disposable personal in- 
come in 1952 to just over 6% in 1955, then increased to 
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7.3% in 1956. Saving in the form of private insurance 
and pension reserves, on the other hand, increased from 
2.7% of disposable income in 1952 to about 3% cur- 
rently. Addition of insurance and pension saving under 
government programs to privately held accumulations 
would increase the security saving rate still further. 
Contractual saving in the form of gross debt repayment 
has similarly shown a notable uptrend. 

The uptrend in contractual saving has provided a 
relatively firm floor for total consumer saving. Upward 
and downward fluctuation in the personal saving rate 
has been confined to noncontractual saving forms. Thus 
the liquid saving rate—the share of disposable income 
accounted for by the net change in currency, time and 
demand deposits, saving and loan deposits, and govern- 
ment bonds—has moved unevenly from 4.7% in 1952 
to 4.2% in 1953, and 4.6% in 1955. Preliminary data in- 
dicate that it rose again in 1956. 

An inevitable result of the steady growth in con- 
tractual forms of saving has been a shift in the composi- 
tion of personal asset holdings. With the addition of 
greater and greater proportions of contractual security 
savings, the relative importance of liquid holdings has 
declined in the portfolio of the personal sector, taken as 
a whole. 

LIQUID RESERVES STILL LARGE 


Liquid reserves nevertheless still account for the bulk 
of financial assets owned by the personal sector. For the 
consumer (as distinct from the noncorporate business 
and institutional segments of the personal sector), ag- 
gregate liquid financial asset holdings are at an all-time 
high. Federal Reserve tallies indicate that currency and 
demand deposits, savings deposits, saving and loan 
shares, and government obligations held by consumers, 
have increased since 1951 by almost 30%. On a per 
capita basis, they are up 19%. 


Three Types of Personal Saving— 
And How They Have Grown 


Per cent change, 1951-1956 
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Annual Additions to Consumer Assets 


Billions of dollars 
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Even after correction for changes in purchasing power, 
the cash or cash-equivalent accumulations of consumers 
display a notable increase. In constant dollars, aggregate 
liquid assets owned by consumers have risen by almost 
one fourth since 1951; adjusted for population changes, 
they are up 12.5%. 

Moreover, consumers hold liquid reserves which far 
outweigh their outstanding debt. As of December, 1956, 
short-term and intermediate-term consumer debt 
totaled $42 billion and home mortgage debt amounted 
to $99 billion—a combined total of over $140 billion. 
Consumer liquid holdings, on the other hand, were close 
to $244 billion—almost 134 times greater than the total 
of outstanding debt. For the consumer sector as a whole, 
liquidity ratios appear to be at satisfactory levels. 


WHERE THE ASSETS AND DEBTS RESIDE 


Aggregate savings data, however, tend to conceal im- 
portant differences in the distribution of asset holdings 
and liabilities. The distribution of liquid holdings is 
markedly skewed in the direction of higher-income 


levels. However, personal debt, particularly instalment 
debt, is reported most frequently in middle or upper- 
middle income brackets. 

Instalment debt generally is associated with lowliquid 
asset accumulations. Thus the 1956 Survey of Consumer 
Finances, conducted under the sponsorship of the 
Federal Reserve, found that in all income brackets, 
spending units without liquid assets or with low liquid 
assets reported personal debt much more frequently 
than those with moderate or large holdings. 

For example, 54% of all spending units reported some 
debt, but a minimum of 60% of spending units with 
zero liquid assets reported some debt. For spending 
units with incomes of $3,000 or more, at least 82% of 
those with zero liquid assets and 74% of those with 
liquid assets of $1-$500 reported some debt. Personal 
debt was far less frequent for spending units with liquid 
assets of $500 and over. Only 17% of those with incomes 
under $3,000 and with liquid assets of $500 or more re- 
ported personal debt, and only 35% of larger liquid- 
asset holders with incomes of $3,000-$5,000 reported 
debt. 

Data of the Survey of Consumer Finances on liquid 
asset holdings are not completely comparable with 
Federal reserve tabulations of aggregate liquid asset 
accumulations cited previously, because they exclude 
both currency and obligations of state and local govern- 
ments. Inclusion of state and local bonds in the distri- 
bution of personal liquid holdings would add to holdings 
of upper-income groups primarily, and would have little 
effect on the cross-section data presented for middle- 
income and lower-income levels. (It is doubtful whether 
inclusion of currency holdings would have much effect 
on the distribution of liquid asset holdings.) 


LIMITS GROWTH OF MORE LIQUID FORMS 


It has been suggested that contractual security sav- 
ings, which build a reserve for future retirement, pro- 
mote a willingness on the part of the consumer to mort- 
gage his income, at least over the short term. If this is 
true, the result has a kind of escalating effect on con- 
tractual savings generally. For growth in contractual 
security saving leads to increased debt assumption, 
which in turn leads to increased contractual saving in 
the form of gross debt repayment. Under these condi- 
tions, the evidence suggests that contractual savings are 
maintained at the expense of more liquid savings forms. 

Factors other than contractual security reserves 
doubtless enter into the willingness of consumers to 
finance current purchases through debt. For example, 
the Survey of Consumer Finances indicates that debt is 
reported with greatest frequency by younger spending 
units—those headed by persons under forty-five years 
of age. In this group, expectations of future growth in 
income are most pronounced; and debt repayments can 
become less burdensome as incomes increase. 


Bria Kosocow 
Dwision of Business Analysis 
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Distribution of Assets by Industry for the Two-Hundred Largest Manufacturing Corporations in 1955 


Finst Hunprep Srconp Hunprep Tora. 
Industry Nene ot % % % 
umber 0 ee ee Number of 70 Number A raredlenc 
Compania | Diggins | Compania | Dipabuton | Coapaniee | Ditgbatn 

Food, DEVErAged, LOMACCOS aoc ati ee te 138 6.7 18 18.0 31 8.5 
CNG Sea eae Si, ae le Me ee 4 1.6 4 4.2 8 2.0 
Paper, allied. products...«<. c. «c.c o<eoshnaecleccccccs 3 1.6 9 9.0 12 2.8 
Chemicals, allied products... .0...24.2 00.0 bccceces 9 9.0 14 12.0 23 9.5 
REtrOleVrnetee erate te eet ch ae, he 21 81.5 4 3.8 25 27.0 
ubperprocuetscmrme a tee es chic catiiee oo ce ook 4 2.9 1 1.1 5 2.6 
Dlechplodicts eee tee et tl ee ee 12 12.6 8 8.7 20 12.0 
Norlerroummetals cig ec <s coh oe cos chen cc ok 8 5.6 1 nea 9 4.8 
Biectmcenimachineryr 4 oo. tc oth cccons ofa een ws 4 5.6 4 43 8 5A 
Machinery (except electrical). .................000- 6 3.8 12 11.3 18 5.0 
Motor vehicles, parts, equipment .................. 8 18.7 6 6.7 9 12.6 
mincrartrequipments dis. seek . 4, 9. 2OF.. TEL 6 1.9 1 1.5 q 1.8 
Railroad equipment.................-.... 0. ss, ¥ 2 4 4.2 4 0.7 
Sitonecciayapiasses Fis hte...) AU dak SES 2 0.9 6 6.3 8 1.8 
Mincelinneouss seh Gt oa 2 hts oak do ike c tails. 5 2.6 8 8.0 13 3.5 
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Note: Figures may not add to totals due to rounding 


THE 200 LARGEST MANUFACTURERS 


the 200 largest manufacturing corporations 

ranked by assets. These additions replace those 
which dropped below the 200th! place since 1954. They 
represent a variety of industries ranging from motor 
vehicles to textiles, food, paper, chemicals, machinery, 
and stone, clay and glass. 

For the first time, complete financial data are avail- 
able for the Ford Motor Company, and the totals for the 
one-hundred largest manufacturing corporations in 
1953, 1954 and 1955 (as shown in one of the accompany- 
ing tables) have been adjusted to include these figures. 
Some large companies (Hughes Tool Company, Joseph 
Schlitz Brewing Company, Lever Brothers Company) 
do not publish financial reports and could not, of course, 
be considered in the selection of the 200 largest com- 
panies. 


: y the 2 new names appear on the list for 1955 of 


FOUR NEW NAMES IN FIRST 100 


Four companies jumped into the select one-hundred 
group since 1954, General Dynamics led the way, mov- 
ing up thirty places to eighty-seventh on the list. St. 
Regis Paper advanced from 102 to 96, Campbell Soup 
from 107 to 99, and Curtiss-Wright moved up from 108 
to 100. 

Two automobile manufacturers, American Motors 
and Studebaker-Packard, dropped out of the first 

hundred, and Philip Morris slipped to 101 after occupy- 
1See The Business Record, December, 1955, for the 200 largest 


manufacturers in 1954, and the March, 1956, issue for the 200 largest 
trade corporations in 1954. 
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IN 1955 


ing the one-hundredth slot in 1954. General American 
Transportation Corporation is not considered to be a 
manufacturer and was therefore dropped from the 
listing. 

While there has been considerable shifting in relative 
position of the 200 companies, composition of the list has 
remained relatively stable since 1954. With one excep- 
tion the top twenty-five corporations in 1955 were the 
top twenty-five in both 1954 and 1953. The greatest 


Totals for the One-Hundred Largest Manufacturing 
Corporations in 1955 
Millions of dollars 


1955 1954 


1953 


Totaltassets (25 s.sc0 Pe sts. eretetes 88,554 78,367 74,743 
INGE WOrtl fs.trivt.s ye eet cis vstertets 56,720 50,848 46,997 
Invested capital...............- 67,617 61,411 56,706 

1 (os Re a LI Ss a 107,407 91,144 95,514 
Income before taxes............ 14,977 10,561 11,753 
Federal income taxes........... 6,486 4,242 5,872 
Income after taxes............. 8,492 6,319 5,882 
DIVIGENAS as cade «ys SL GTE Rs sna oters 4,089 3,359 $,059 


Note: Totals for sales, income before and after taxes, federal income taxes, and 
dividends include Ford Motor Company, for which data are now available. 


Sources: Annual reports; Moody’s Industrials; computed by Tan ConrerENce 
OARD 
movement occurred among the companies making up 
the second hundred. 

For example, Mack Trucks moved from somewhere 
below the 200 mark to 123. Other companies which rose 
between twenty and sixty places were Fruehauf Trailer, 
M. Lowenstein & Sons, Container Corporation, Carrier 


| 
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The 100 Largest Manufacturing Corporations in 1955 


Total 
Assets 
General Motors Corp...........+-++ 7,589.3 
Standard Oil Co. (New Jersey)...... 7,164.1 
United States Steel Corp...........- 3,967 .2 
Mordulotor:©Osn mpage cole sie cies eos 3,183.1 
E, I. Du Pont de Nemours & Co.... .| 2,483.6 
Socony Mobil Oil Co..............- 2,361.9 
Standard Oil Co. (Indiana).......... 2,342.9 
Mexas Cowtate ter ite eons oh oioe pide: 2,184.6 
Gulf Oil Corpor. arte eiie aes eles 2,160.8 
Bethlehem Steel Corp..............- 1,998.7 
General Electric Co............+008- 1,864.8 
Standard Oil Co. (California)........ 1,855.6 
Union Carbide and Carbon Corp.... .| 1,372.0 
Chryslers@ orp rer ps-te-veieleesisie ee tetas 1,362.9 
Westinghouse Electric Corp......... 1,287.7 
Shellk@ilGoverrrcccnas x coemeas ate tte 1,270.5 
Sine ari OUI OLD saci. oe wlereteisieceleisel sis « 1,250.1 
Phillips Petroleum Co............... 1,201.9 
Gities’Service:Cots -1 seem sean cet: 1,120.0 
Aluminum Co. of America.......... 1,070.5 
Western Electric Co...............-. 1,057.0 
International Harvester Co......... 1,018.38 
AN ACOMC ALGO. Rysrakets c/s: adore tro,s) ous shegehol 911.8 
Republic Steel Corp................ 837.0 
Goodyear Tire & Rubber Co......... 835.8 
American Tobacco Co............-- 801.7 
Kennecott Copper Corp............. 793.2 
Radio Corp. of America............ 725.0 
Allied Chemical & Dye Corp......... 724.7 
Eastman Kodak Co................ 694.7 
Firestone Tire & Rubber Co......... 690.2 
International Paper Co............. 685.7 
International Business Machines Corp.) 684.5 
Jones & Laughlin Steel Corp......... 652.8 
Olin Mathieson Chemical Corp....... 649.0 
DowsChemicalliCone¢ caccis a soy ererearors 646.3 
R. J. Reynolds Tobacco Co.......... 611.6 
Atlantic Refining Co................ 611.5 
National Steel Corp................ 605.4 
Procter & Gamble Co............... 605.2 
Monsanto Chemical Co.3............ 586.2 
United States Rubber Co............ 575.9 
Youngstown Sheet & Tube Co....... 573.5 
Armco steel Corpis. o-2 eiciee ee eee 573.0 
Spernyahands Corp “aeemecncce reir 557.5 
SunOii Comme ts aaa foe cee es 548.9 
Union Oil Co. of California.......... 548.5 
WiLL Toc Con aie aet = ent Sin, ee 542.8 
InlandiSteel. Come oe seeeeeio. cei 533.0 
Pittsburgh Plate Glass Co........... 532.1 
American Cyanamid Co............. 518.5 
Burlington Industries, Inc........... 510.3 
Bak Goodrich Co:.a..jnie san serene 507.9 
Continentals GiliGom. nen en eee 503.9 
National Dairy Products Corp....... 503.5 
Reynolds Metals Co................ 500.3 
Kaiser Aluminum & Chemical Corp...| 489.8 
idenWater/OiliCom ass. ate eee 485 .4 
Sunray Mid-Continent Oil Corp...... 482.1 
American Can\ Cove. ssc. saree ere 481.7 
Distillers Corp.—Seagrams Ltd....... 478.3 
Pure Core cesta ee ee 470.8 
Allis-Chalmers Mfg. Co............. 470.5 
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Dollar Figures in Millions 


Invested 
Capital 


ARMWNWWoOHowr 


WWIWRNOOH OOM 


WOOWAWWOORA 


PATA Oo 


MIORORIE EO 


en 


i 

> 

> 

—_ 
SWOH HM OW AOE 


~ 
< 
[—) 
© 
o 
mm Or 1 0 OT D1 0 0 


oO 
a 
or 
COCKE OAAansd 


J 
—_ 
i=) 

OS ate or OO I SO 


jee 

>) 

D> 

o 
W106 WO HOH 


298.4 


Income 
Before 


tS) 

oO 

o 
WBNS HS WOAWH OO 


_ 
=) 
On 

CO Orn Pr ORAM WO 


—" 
ie.) i=] 
_ ao 

Soa 2 09 OO A1 Mw © WOH RDWOA 


J 
Oo 
ArH woWwwQ- 


a 
Oo 
Anwoo oar 


Federal 
Income 
Taxes 


> 
PSs) 
oQqeaseowos 


or > > 
3 - © ~ 
Me OWIEOCOWO 2 WO Tim DOW W~IO CH ARAWOWDW ~2 © 1 ~2 2 HH © 2 WH 


oo 
© 
So) EN a St ee Rake 


Income 
After 
Taxes 


> 
o 
—_ 
De Ie POO Om 


_ 
wo 
oO 
QWwmI10 Oe De a 


rs ox o 
= bd = S oe peace s ad 
BOOM WW RIM COR WINAHOH ER AHA AWINHAw 


- 
—) 
CaOAnwnuNnerrP-i 


oo 
_ 
wo 
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Dividenda| Number | Number | Emon 
holders |Employees| Costs 
605.2 | 565,408 | 624,011 | 3,127.1 
342.8 | 324,220 | 153,000 838.7 
148.1 | 310,975 | 272,646 | 1,440.3 
174.7 | 318,774 | 181,616 | 1,117.6 
328.7 | 159,009 | 87,453b] 543.06 
87.5 | 174,301 | 43,846 257.0 
56.0 | 132,800 | 51,520 330.8 
116.6 | 120,376 | 42,462 245.7 
57.5 | 81,717 | 47,228 230.9 
76.0 | 104,464 | 144,853 779.8 
145.9 | 338,563 | 214,794 | 1,199.6 
90.3 | 119,793 | 36,369 n.d. 
87.2 | 114,310 | 70,000 276.9 
$4.8 | 87,732 | 176,356 940.4 
$4.8 | 119,086 | 115,857 511.0 
55.1 | 19,025 | 38,845 223.7 
$6.6 | 110,1482| 24,657 189.5 
47.0 | 90,246 | 25,208 155.3 
20.8 | 177,000 n.d. n.d. 
23.9 | 20,257 | 55,000 294.7 
43.0 n.a. 120,054 604.4 
33.2 | 109,154 | 75,626 $71.7 
36.9 |115,555 | 46,707 n.d. 
88.4 | 83,063 | 66,083 $95.6 
18.7 | 44,151 | 100,203 391.0 
$1.8 | 88,238 | 18,000 n.d. 
83.9 | 88,755 | 27,158 n.d. 
24.1 | 170,122 | 78,500 367.4 
27.4 | 29,400 | 30,300 152.5 
42.9 | 90,057 | 50,900 324.4 
20.4 | 16,993 | 90,000 295.4 
82.4 | 36,178 | 40,417 179.7 
16.4 | 26,763 | 56,421 n.d. 
15.5 | 47,460 | 41,001 236.7 
25.0 | 44,796 | 44,300 n.a. 
24.5 | 63,300 | 25,200 153.8 
28.5 | 78,995 | 12,01ld} n.a. 
19.2 | 54,983 | 16,511 98.8 
23.9 | 16,621 | 28,889 164.2 
34.1 n.d. n.d. n.d. 
20.8 | 42,691 | 23,000 102.0 
15.8 | 83,974 | 63,550 $23.4 
12.6 | 15,998 | 28,262 151.2 
20.6 | 54,025 | 31,504 189.9 
18.3 | 99,553 | 85,246 $40.6 
10.0 | 21,815 | 20,543 125.8 
16.8 | 46,175f| 8,839 58.4 
14.8 | 64,583 | '79,100 340.0 
23.0 | 238,200 | 27,908 156.0 
23.3 | 18,236 | 83,230 189 .6 
24.2 | 48,628 | 25,500 n.d. 
6.6 | 24,672 | 47,000 n.a. 
16.8 | 21,474 | 44,801 226.2 
27.8 | 29,283 9,366 53.0 
21.6 | 64,841 | 45,905 221.9 
5.0 | 11,052 | 26,000 n.d. 
12.6 n.a. 16,896 n.d. 
3.0 | 24,435 8,642 50.1 
22.2 | 117,879 5,500 80.4 
21.4 | 42,856 | 34,843 193.1 
15.2 | 16,403 | 10,800 n.d. 
14.5 | 35,041 | 12,869 65.8 
16.5 | 42,369 | 40,182 176.7 
BUSINESS RECORD 


The 100 Largest Manufacturing Corporations in 1955—(Continued) 
Dollar Figures in Millions 


Total Net Tavested Income | Federal | Income |p: i ds| Number | Number | Employ- 
* Sales! Before Income geagenes - 
—- Worth Capital Taxes? Taxes meee Paid y Sass eee Lee 
64 |Armour & Co........; SOOO nine on: 470.0 188.8 367.3 | 1,967.7 18.9 8.8 10.1 0.0 | 17,100 | 64,000 
65 |Liggett & Myers Tobacco Co........ 458.6 258.9 366.1 547.0 54.0 27.3 26.7 17.1 43,700 9,000 ale 
GGn| Deere SCO. etn se cee 454.0 319.2 $85.3 860.0 56.4 28.1 28.3 15.6 | 21,050 | 21,486 119.8 
67 Crown Zellerbach Corp aise "eel aioe ait 441.3 317.3 $73.1 414.1 77.2 33.14 44.1 25.7 | 28,615 | 24,000 118.1 
68 |Singer Manufacturing COR alas cers 426.2 223 .0 258.0 $54.1 83.2 15.1 18.1 9.0 7,768 | 50,000 147.6 
69 Phelps Dodge Corp Brats vaivehaos pe ee cee eee 423.5 $22.2 $22.2 853 .4 122.0 49.7 72.3 40.6 | 40,993 | 14,395 n.d. 
70 |American Smelting & Refining Co.....| 417.3} $10.3 | 310.3 540.5 56.0 22.4 33.5 18.7 | 34,455 | 30,262 n.d. 
71 |Weyerhaeuser Timber Co........... 416.3 344.1 344.1 316.7 80.3 81.1 49 .2 24.9 n.d. 14,427 78.4 
72 |W. R. Grace & Com ene cee 414.9 220.7 $15.9 438.5 26.4 7.6 18.8 9.4 | 18,228 | 44,505 n.d. 
73 National Distillers Products Corp.....| 405.2 | 267.4] 360.1 500.2 32.1 16.6 15.5 10.4 | 43,621 8,300 N.ds 
74 General Hooda, Corpses se aso ec oe 383.9 234.6 287 .6 931.1 83 .6 44.6 89.0 18.9 n.d. 19,868 112.9 
75 |Continental Can CoS Sahara! oral) aisi's,00% $81.9 233.3 $12.9 666.3 45.8 21.7 24.2 11.5 | 29,701 | 30,163 179.0 
76 Schenley Endustriessmeie «os vaso ce 379.2 229.8 339.8 411.7 12.7 6.6 6.1 4.4 | 15,935 8,000 40.0 
Ye2; OLIV 4 1 be GR al a a $47.5 $15.3 315.3 257 .2 53.2 11.9 41.3 20.3 | 37,134 6,616 38.0 
78 |Borg-Warner Corp..... yo ace ecesees 343 .9 235.3 241.0 552.2 84.4 43 .4 41.1 15.5 | 30,338 | 29,834 137.8 
79 Celanese Corp. of America.......... $36.7 211.8 804.3 177.5 19.8 4.4 15.4 7.7 | 37,973 | 13,460 61.9 
SOs| National) Lead Co... . wecees ac cccce 836.4 233 .0 241.3 533.7 89.4 41.5 47.9 84.6 | 32,780 | 24,963 n.d. 
81 Standard OiliGo: (Ohie)!.= 25. <6 osc 885.8 933 .2 264.2 867.0 88.7 15.7h 23.0 10.5 | 36,864 | 11,343 65.2 
82 |Caterpillar Tractor Co.............. 835 .4 199.7 234.7 523.9 72.4 coy lef 34.8 14.3 | 21,884 | 34,476 173.7 
83 Borden Co.. ete iak eta asian stein. sles 3 a, $29.5 201.2 255.0 810.1 40.4 18.7 21.7 13.2 | 48,876 | 33,194 153.2 
84 Richfield Oil Corprneeint 0s ens oes $20.6 196.6 277 6 245.3 47.5 17.9 29.6 14.0 | 12,000 5,666 $3.9 
85 |Skelly Oil Co Pe tt ae ee ee 31721 275 .0 283 .4 231.6 42.0 9.7 32.2 10.3 5,642 4,875 24.9 
86 |Lockheed Aircraft Corps: «ce. ase 299.1 97.8 127.8 673.6 85.5 18.2 17.3 8.5 | 16,345 | 57,442 285.5 
87 |General Dynamics Corp............. 294.8 119.8 162.3 687.3 44.3 23 .0 21.3 10.3 | 31,900 | 70,500 $21.3 
88 |J. P. Stevens BOG eer b5 22 288.9 191.8 221.6 $21.1 18.4 9.9 8.5 5.0 9,403 | 25,000 n.a. 
89 |Douglas Aircraft SRS cent ae 285 .4 134.3 134.3 867.5 58.2 30.0 28.2 14.8 | 14,126 | 77,600 893.3 
90 |Owens-Illinois Glass Co............. 280.4 172.4 222 4 $70.3 53.9 26.9 27.0 13.0 | 16,866 | 26,789 140.9 
91 |United Aircraft Corp............... 279 .3 166.2 166.2 698.9 66.8 85.7 $1.1 14.5 | 39,849 | 49,957 232.6 
92 |Wheeling Steel Corp................ 279.1 181.6 230.5 246.7 35.8 18.5 17.3 7.1 | 15,009 | 14,075 O24 
93 |Bendix Aviation Corp............... 278.1 163.9 163.9 567.2 58.7 32.8 25.9 10.8 | 28,094 | 46,252 219.9 
94 |Kaiser Steel Corp.?................. 276.5 | 109.6 | 228.2 123.8 12.9 5.7 7.2 3.0 | 20,498 n.d. n.d. 
O5 (St. Regis Paper'Co. 5.0 0. enews 275.9 167.8 240.8 257.1 37.3 18.2 19.0 11.0 | 25,180 | 15,991 67.8 
96 |American Viscose Corp.............. 273.8 227.0 227.0 259 .4 49.9 25.2 24.7 11.3 | 21,100 | 16,800 75.8 
97 |Boeing Airplane Co................. 268.2 121.5 121.5 853.8 62.3 32.0 30.4 10.6 | 19,371 | 66,635 319.8 
98 |Campbell Soup Co................. 265.5 216.0 216.0 377 .6 59.4 30.24 29.1 14.5 | 19,595 | 18,779 73.0 
Os Gocas@ ola (Co... oak 0 aco)s anion ae eGR 265 .5 188.5 188.5 252.9 49.1 21.6 27.5 21.3 | 22,562 | 11,802 n.a. 
100 |Curtiss-Wright Corp................ 265 .4 157.5 157.5 508.7 72.6 87.5 35.1 14.1 | 76,899 | 27,900 n.a. 
1 These are the various methods by which companies report sales: gross sales, net 6 Acquired Robert Gair Company in October, 1956 ; 
sales, gross operating income, sales and operating revenues, net billings, income from 7 All available figures are for the nine-month period ending March 81, 1956 


manufacturing and services, etc. 


3 After state and foreign except where these taxes are not segregable from federal 
income taxes 

3 Monsanto Chemical (1954 rank: 63) acquired Lion Oil Company (1954 rank: 152) 
in September, 1955 

4 Formed by mieenee of Remington Rand (1954 rank: 88) and Sperry Corporation 


a Includes foreign income taxes 

b Not including employees at government-owned plants 
c Includes other income taxes 

d Excludes 2,192 seasonal employees 

f Excludes 5,300 employees under purchase plan 


(1954 rank: 105) in June, 1955 g Includes state and foreign income taxes 
5 Formed by merger of Sunray Oil Corporation (1954 rank: 78) and Mid-Continent kh Includes state income taxes 3 
Petroleum Corporation (1954 rank: 121) in May, 1955 Sources: Annual reports of the companies and “Moody’s Industrials” 
Total Assets—The sum total of all assets of corporations, except Invested capital. This equals net worth plus long-term debt. 
that the following adjustments are made to insure comparability— Sales. These are reported net sales; i.¢., gross sales less returns, 
(1) Many corporations carry tax notes owned by them as an discounts, etc. Most companies include operating revenues along with 
asset. Certain corporations carry them as a deduction from tax sales. To insure comparability, operating revenues were included 
liabilities. Where they are carried as a deduction from tax liability, with the sales of companies that showed such revenues separately. 
these notes have been added to assets as reported. 5 Income before taxes. Deduct federal income taxes and you have 
(2) In a few cases, Treasury stock and reacquired stock are income after taxes. “Profits” or “net profits” as used in this article 
carried by corporations as an asset. Where this has been done the are always “after taxes.” 


amounts involved were deducted from assets. 


(3) A’few corporations report plant at original cost and carry 
depreciation reserves as a liability. In such cases, depreciation 


Number of stockholders. This is the reported number of holders of 
common and preferred stock at the end of the fiscal year. 


reserves have been deducted from total assets. Number of employees. The figure includes the average number of 
Net worth. In general terms, net worth is total assets of a corpora- ee en a? ian Ue AS he ae By velit tthe Se cdlta® 
: Dest td 4 ar a e) eS . 
tion less its liabilities. It represents, the equity of the stockholders tn : pe rie ae figures include employees in fe a5 fae ae 
of the corporation, the equity of minority holders of stock of con- ; : 
solidated subsidiaries. In practice, it is the sum of outstanding com- Employment costs. Consist of wages and salaries plus some benefits 
mon stock, preferred stock, “minority interest,” and surplus. (pensions, vacations, social insurance and social security taxes). 
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The Second-Hundred Largest Manufacturing Corporations in 1955 


Assets in 
$% Million 
VOM Philip, Morrisy ness > ctoioe oo -rrauerete «late lotaverels/elo\el iets 261.6 
102 |North American Aviation, Inc.............-.++55 261.0 
103 |American Motors Corp.............00seeeeerceee 260.3 
104 |Colorado Fuel & Iron Corp..............0-eeeees 257.7 
105 |United States Gypsum Co.............0e sere eee 253.9 
LOCH Kamberly=Clarki Corps cto si eieedite str omreaie al oer 242.0 
107 |United Merchants & Manufacturers, Inc.......... 239.5 
108 |Food Machinery & Chemical Corp...............- 234.9 
109 |American Radiator & Standard Sanitary Corp...... 232.3 
110 |Studebaker-Packard Corp...........seseeeseeess 229.8 
TL Scott Paper: Come dogs Aes <acshcb os ote eb obo ale Cais 226.7 
112 |Minnesota Mining & Manufacturing Co........... 224.7 
PESe|CraneiGors.« ce oxe 6 ihe Me tlceas halticttles « chsh dan es esha 219.6 
NIA} |National BiscuitiCo. ead. .nccecke eee oes ao. 218.6 
115 \Johns-Manville Corp.. 5... 0c3sb.ci0cs ss stake. so0ne 217.2 
6a Pullman, Uns? eet Ge Gis ow ethereal s Sots 214.7 
117 |Hiram Walker-Gooderham & Worts Ltd........... 211.5 
118 |National Cash Register Co............-00eee scene 210.7 
119 |Corn Products Refining Co............0..0....55- 205.6 
120 |Sylvania Electric Products, Inc................... 203.2 
121 |Avco Manufacturing Corp..................0005- 198.4 
1297 |\California Packing Corp:t : oa. e.ha. «26 ae eles goes 195.5 
19S) |Mackelrucks pine. Joffe os 6B aes Shite nea oO. 195.0 
124 |Libbey-Owens-Ford Glass Co..............-.--.. 194.0 
1951 |Colgate-Palmolive Co,.6 2. 6 ich. 0)... sce dalss sae 193.4 
1200|Rayonier,slnch tet Se, cads cc aekleta ce wok-de et nai Os 189.6 
127 |West Virginia Pulp & Paper Co.................. 189.0 
£287 |General’ Maulls§ Inc. 5 ie hhc. sok cairo Abou. se aes 188.8 
1200| Rrnebaut WraileriCo. §. £0... aokiatets «+e dees > oobte 188.7 
TSO) | BuddiGor terrane siteleisis ota es mira eeates caidas 188.5 
131 |M. Lowenstein & Sons, Inc...............02.0005 187.7 
N92 Pslorilards©o.pe o. 5. date «cid. hoon t Micke sia to te 186.4 
183 |General Tire & Rubber Co................00-00e: 183.2 
1340) Koppers Cozney: 2 .Gnil occas ose ataeh weds Oh 182.2 
13571 Laos teinzi Got. s cechas aces howe e deities arte kts 181.9 
186 |American Metal Co., Ltd... .........00..000ee0ee 181.8 
1570 |Burroughs Corpysa tsk. felis » ge hs Nelore'e chet, dele ones Ar 181.8 
1387 PiileoiCorprtiadh. «de atts.s petra tates seat bibs acta kes 178.1 
ASOM AGGALe Industries ®. . .f, db «6 tah cQihs ole tecte oc ees 177.6 
1408 |fngersoll-Rand'Co.-. 1 qccteses ume eaease csc 173.8 
47 International Shoe Co... 6. cc. s cnyern’ sicueie elect 172.5 
N42h Superior Oil Cosy atnapoperacaranta serine any, 169.7 
143 |Eastern Gas & Fuel Associates................00. 169.6 
144 |Crucible Steel Co. of America.................05. 169.3 
45a| MerckoSsi Cols Ine:e aon te aati eeis orb caer cheney tracts 168.3 
146 |Warren Petroleum Corp..............0.ceee vena 166.8 
1474\ Babcock & Wilcox Coss) sont) on taemuet rice eietes 165.9 
148 |Electric Auto-Lite Co... ......... ccc cece eee eee 165.7 
149 |Westinghouse Air Brake Co................00005- 165.6 
1 50a Anheuser-b uscnssLnciatessc ces te cite an aaa 164.8 


1 Formerly Pacific Western Oil Corporation. 
2 Merged with Continental Can Company in October, 1956, 


Corporation, Burroughs Corporation, Kimberly-Clark, 
Libbey-Owens-Ford Glass, and National Gypsum. 
Dropping between twenty and forty notches were Eli 
Lilly, Publicker Industries, and Wilson & Company. No 
movement of similar magnitude occurred within the 
first hundred. Monsanto Chemical, (ranked sixty-third 
in 1954) merged with Lion Oil (ranked 152 in 1954) and 
moved up twenty-two places to number 41. Sperry- 
Rand, formed by the merger of Sperry Corporation and 
Remington Rand moved to 45th place, and Sunray- 


Assets in 

$ Million 
151) Ashland Oil & Refining Cow... 0... 11- Sees os ema 164.6 
152 |Minneapolis-Honeywell Regulator Co............. 164.3 
153 |Allegheny Ludlum Steel Corp.............2+--00- 163.8 
1543|National: Gypsum'Go, . 2. 3.2 oie sate tele le sie 162.7 
155 +/Armetrong Cork Go... os ciansoaccs ss sds gamle Oe) a 162.3 
156: |Container' Corp. of America, ......:25.5302s000- 161.1 
167°|McLouth'Steel’ Corp. . 3)... 2 ¢ece0n ste eee tee tees 160.8 
158 {Standard Brands; inc... cs-osccr capeecdes ce veer 159.8 
L5ONEH Lillyi& Col: ER. adc canis eee ce ete ee rein 159.7 
160 |Ralston Purma,Go. 2% -icsc.cc1c pe pc eloaeis eiee Siero 158.9 
161 |General Aniline & Film Corp...................-: 157.1 
162 |American Sugar Refining Co.................+06- 156.2 
163 :|Carrier Corp) 2 PAT. fe oe oc ae ae etl oe eee te eee 155.1 
164 | Herciles\Powdér G6... 36 arin SR es eee emg 154.6 
165" |Getty: OmlCot 5.8985 bo cccis neisienccotw ote eae etnies 153.7 
166.) Pittsburgh Steel Cor. ois. n cme cso ad aeetele wee Cheats 153.8 
167 |Rockwell:'Spring & Axle Co.............:500--00% 151.1 
168«|Sherwin-Williams‘Co, .3 5.5.4.0.4000eeees oe ae eee 150.9 
169 \Vextror, Ine.) 2. 225... aor ders vente > eee ee Oe 150.9 
170 |ArrtReduction Co,,.Int, 2.42.00 0s nore cece ee 150.9 
W7elQuaker'Osts Codi. nics adden we See oe 150.0 
172){Libby;, MeNeill. & Libby. << cs-oinoc-terviveres ane saaae 148.1 
173"| Thompson Products; Inc... «<2 sactisineteeeee eae 146.2 
1743) Whirlpool-Seeger Corps «<n sca etree a a ae 146.2 
175 |Baldwin-Lima-Hamilton Corp...................- 146.1 
176 |American Home Products Corp.................-. 145.4 
177-| Chas? Pfizer’ & Cosnc... nasicisartcces cee oe ee 144.7 
178::|National Supply. Gol 8 o.sseecie osm 0s Oe eee 144.4 
179*|CannOonie Mills Cole. Liss eo cen eo sae Sear 143.1 
180 | Timken Roller Bearing, Co.; .. =...) -.e seme caceeee 142.5 
18Lu|Foremost: Datries} Ine. § ¢ tennis ure ee ees 141.9 
182|Graniter@ity SteeltGo. | omc ort ovis nw 140.5 
183 |Champion Paper & Fibre Co..................... 140.4 
184+) Robert ‘Gair Cat, Ine2 2. <n oose ee ee ee 139.5 
1S50\Sterling Drug, Inés. - vnccis.1 ns. eee 137.0 
186s S. Ts Case sol... § POG. c prstererevsrttand nade Ae eee 134.3 
1874 Johnsort & Johnson 0.4 hii tean whe anne eee 182.8 
188 |American Machine & Foundry................... 132.6 
189/) Marathon (Corp), tee, 2S. rcynt soca oe ee 182.4 
190 | Gorning*Glass’ Works)” -7\4-.440 ose eee eee 130.9 
191 jomith (A. O.) Corps c cee eee ee ee 128.6 
192*| Mead" Corp Aes Toe. emote mee eee eee 128.4 
193: ||Carnation Co:7s ..... secctewsneee ae eee 126.7 
1D4% Wilson’ &*Col Ine... 0+ 2 oes ce ee see ee 126.4 
195 | Diamond ‘Alkali Co, 2a) ee ee 126.1 
196 |Publicker Industries, Inc................cc0c0ec 124.4 
197.,|Parke,, Davisy&Cosadtewctamenn keegan ie eae 124.3 
198 |United Shoe Machinery Corp.................... 1237s 
199 |Owens-Corning Fiberglas Corp................... 122.8 
200 |International Minerals & Chemical Corp.......... 122.2 


Sources: Annual reports of the companies and “Moody's Industrials” 


Mid-Continent Oil, the result of the merger of Sunray 
Oil and Mid-Continent Oil, rose to spot number 59. 

For the first time, total assets of the first 200 corpora- 
tions went over the $100-billion mark—$105.8 billion. 
The top twenty-five accounted for just over half of the 
total, with the first ten companies alone comprising one 
third of the amount. 

Assets of the top one-hundred industrials range from 
$265.4 million to $7,589.3 million, which compares with 
a low of $182.1 million and a high of $4,707.0 million in 
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1951, the first year for which the Board has made the 
compilation. The $10.2-billion increase that occurred in 
total assets of the first hundred since 1954 represents the 
largest growth since the inception of the series. Net 
worth and invested capital advanced $5.9 billion and 
$6.2 billion, respectively, both gains being larger than 
those made in each of the previous two years. 

Almost 90% of the listed concerns reported gains in 
sales, resulting in a total volume of $107.4 billion— 
a whopping increase of $16.3 billion over 1954, and the 
first time that sales have gone over the $100-billion 
mark. Twenty-eight companies recorded over one billion 
dcilars worth of sales in 1955, compared with twenty- 
three in 1954. 

Income before taxes rose $4.4 billion, with both 
federal income taxes and income after taxes advancing 
$2.2 billion in 1955. Dividends paid by these industries 
continued to grow, gaining $700 million in the past year. 
But measured as a per cent of income after taxes they 
dropped—from 52.0% in 1953 and 53.2% in 1954, to 
48.2% in 1955. 


EMPLOY OVER 5 MILLION 


Data for the number of stockholders, the number of 
employees, and employment costs are incomplete. Based 
upon ninety-five companies supplying data, the number 
of stockholders in the hundred largest totaled 6,532,925. 
The total number of employees amounted to 5,131,843, 
according to ninety-seven companies, and the employ- 
ment costs of seventy-six concerns revealed a total cost 
of $23,321 million. 

The accompanying table shows the industrial com- 
position of the first and second hundred largest corpora- 
tions. There has been very little change in this structure 
since 1954. Within the first hundred, the petroleum 
industry accounted for over 30% of total assets, with 
the motor vehicle and steel industries next, with 14% 
and 13% of the total. Together, these three groups 
represent thirty-six companies having 58% of the total 
assets of the top one hundred. 

Within the next one hundred corporations there 
appears to be more nearly equal distribution of assets. 
The three groups mentioned above account for only 18% 
of the assets. Heading the second group are the food, 
beverage and tobacco industries with 18%, followed by 
chemicals with 12% and machinery with 11%. 

When combined, the pattern for the 200 largest is 
very similar to the first hundred. The petroleum, motor 
vehicle and steel industries hold 51% of all the assets, 
the same as in 1954. The five largest groups, which also 
include food-beverages-tobacco, and chemicals, in addi- 
tion to the three industries previously mentioned, in- 
clude 108 companies and account for 70% of the total 
assets. 

A forthcoming issue will contain a listing of the 200 
‘ largest trade firms for 1955. 


Hersert WEINBERGER 
Division of Consumer Economics 


MARCH, 1957 


109 


Business Forecasts 


General 


Standard and Poor’s The Outlook (February 11)—“‘Auto- 
mobiles—Allowing for widely varying showings by individual 
producers, total passenger-car output in the early months of 
1957 is expected to score a slight year-to-year gain. Lower 
dealers’ inventories will be helpful. Truck output is running 
moderately below the high year-earlier experience, but second- 
quarter comparisons should be more favorable. 


“Bituminous coal—Full-scale steel production, strong 
utility demand, and record exports indicate that soft-coal pro- 
duction over near-by months will remain moderately ahead of 
the year-earlier experience. 


“Construction—A further decline in dwelling starts is cur- 
rently indicated for 1957. The dip in 1956 was about 15% to 
some 1,120,000 units. Prospects for most other types of con- 
struction are favorable. Increases in outlays are projected at 
8% for highway construction, 18% for public utilities, about 
12% for total public works, and some 5% for industrial. 


“Copper—With supplies more than adequate to meet 
present requirements, some major copper producers have cut 
production 7%-10%. Fabricators’ stocks are being reduced, 
but are still relatively large. World-wide mine output con- 
tinues to expand. The domestic price, recently reduced to 
$.34, may be cut additionally. 


“Cotton consumption—Demand for cotton goods has eased 
since late 1956, when forward buying expanded because of in- 
creased wage rates. With mills reducing operating rates, a 
further decline in mill consumption is in prospect over the 
near term. Lower domestic consumption in 1956-1957 will be 
more than offset by a sharp increase in cotton exports. 


“Department store sales—Record consumer incomes will con- 
tinue to sustain an active demand for general merchandise. 
Year-to-year comparisons will be aided by a later Easter 
season this year; weather conditions were unsatisfactory dur- 
ing most of last spring. Sales gains of 8% to 5% appear in 
prospect for the first half. 


“Electric power production—Continued wide year-to-year 
gains in power production are in prospect over the near term. 


“Freight carloadings—While the seasonal trend is upward, 
indications point to a continuation of moderate year-to-year 
declines in loadings over the near term. 


““Gasoline—Stocks recently were about 8% larger than a 
year ago. However, the price increases of about 1 cent per 
gallon that were made to offset advances in crude have gen- 
erally held. Gasoline prices may wobble between now and the 
start of the active consumption season, but probably not 
seriously. A rise of 4.9% in domestic demand is currently in- 
dicated for 1957. 


“TLead—The statistical position promises to remain satis- 
factory over the near term, aided by the improvement in auto 


(Continued on page 142) 


PRODUCTIVITY IN 


—apparently did little more than hold its own in 

the midst of 1956’s record business activity. Near- 
capacity operations by the majority of United States 
business concerns last year rolled up some very impres- 
sive performance figures for total output, jobs, and per- 
sonal income. But the strains and pressures of running 
the economy at a $400-billion rate seem to have held 
the gains in output per man-hour well below the in- 
creases that were registered in 1954 and 1955, and 
somewhat behind the long-term yearly average of pro- 
ductivity gains. 

The broad, over-all trends in output per man-hour in 
recent years were summarized as follows in the Presi- 
dent’s Economic Report for 1957: “In the expansion of 
early 1953, and again in the recovery of 1955, produc- 
tivity gains were quite large. On the other hand, ad- 
vances in productivity were small during the 1953-1954 
contraction and again in 1956.” This statement refers 
to the pattern of productivity for the whole economy, 
but individual sectors of the economy have been exhibit- 
ing broadly similar trends in recent years. 

In a recent speech before the Congressional Joint 
Economic Committee, Ewan Clague, the Commissioner 
of Labor Statistics, said that man-hour output of factory 
production workers showed an increase of about 1% to 
216%,"during 1956, as compared with advances of about 
416%/in each of the preceding two years. Of course, 1954 
and 1955 had shown greater than usual advances in out- 
put per man-hour, the long-term average being 3.3% per 
year during the period 1909 to 1939 and a range of 3% 
to 3.6% for the postwar years 1947 to 1953, depending 
on one of four Bureau of Labor Statistics measures. 


RISE IN NONPRODUCTION WORKER TIME 


It should be noted that these figures refer to output 
per hour of production-worker time. In general, manu- 
facturers have been fairly successful in economizing on 
production man-hours in the postwar years. But non- 
production employment has increased relatively sharply. 
Nonproduction jobs in manufacturing have risen some 
1.2 million since the late Forties. Averaging 2.5 million 
in 1947-1949, they now number 3.7 million, a gain of 
almost 50%. During the same period, production jobs 
rose only 614%. In the years 1947-1949, there was one 
nonproduction worker for every five production workers 
at manufacturing establishments. By 1952, the ratio 
was one nonproduction worker for every four production 
workers. Last year, there were only three and one-half 


Pressossenty ia te mo per unit of labor input 


THE SHORT TERM 


production workers for every nonproduction worker on 
manufacturing payrolls. 

Some of this sharp increase in nonproduction workers 
may have gone to offset the effect of lower weekly 
hours. No good statistical series exists for hours of non- 
production workers in manufacturing. However, general 
figures on office hours probably give some indication. 
Figures collected by the National Office Management 
Association show a forty-hour week in 71% of the offices 
surveyed in 1948, In 1956, the forty-hour week pre- 
vailed in only 64% of the surveyed concerns. This cer- 
tainly suggests some decrease in hours for nonproduc- 
tion workers in manufacturing, but hardly enough to 
account for a 50% rise in employment. 


WHAT PRODUCTIVITY IS 


“Productivity,” as it is conventionally measured for 
manufacturing, is the ratio between output and the 
number of production man-hours only, with no weight 
given to changes in nonproduction personnel. Even 
though these changes do not show up in the productivity 
measures, additional nonproduction man-hours have 
clearly sapped some of the assembly line productivity 
gains registered in the postwar years. And the nonpro- 
duction man-hour certainly shows up in the wage bill 
and labor costs. Weekly production payrolls at manu- 
facturing plants have increased about 11% since 1953 
(average weekly man-hours of production workers fell 
314%, and wage rates increased almost 18%). Mean- 
while, the number of nonproduction workers increased 
about 814% and weekly payrolls for nonproduction 
workers went up about 20%, even though there was 
some tendency for nonproduction pay rates to lag be- 
hind those of production workers. 

In agriculture, where some of the biggest year-to- 
year improvements in output per man-hour have been 
made in the postwar years, some slowdown of produc- 
tivity gain also seems to have appeared last year. Out- 
put per man-hour, as measured in preliminary Depart- 
ment of Agriculture figures, posted only a 2.3% gain 
in 1956, as opposed to a 5% gain in 1955 and a 214% 
gain in 1954, This compares with an annual average 
gain of 1.3% for the period 1910-1939 and a 4.5% gain 
per year from 1940 to 1953. 


LITTLE PROGRESS IN PRIVATE SECTOR 


Productivity in the private nonfarm sector of the 
economy (excluding farming and government, but in- 
cluding manufacturing) changed little, if any, during 
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Postwar Productivity Trends 
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Sources: Department of Commerce; Bureau of Labor Statistics 


1956, judging from the preliminary output, employ- 
ment, and average workweek figures now available. 
Dividing the private nonfarm gross national product 
(in constant dollars) by preliminary estimates of man- 
hours actually worked in the private sector of the econ- 
omy yields an output figure per hour that shows virtually 
no change from 1955. This compares with a 2% gain in 
1954 over 1953, and a 3.6% gain in 1955 over 1954. Using 
somewhat similar figures, John W. Kendrick! has es- 
timated the average annual rate of gain in the private 
nonfarm sector at 2% for the years 1910-1953. 

Later revisions in such aggregates as gross national 
product, total private employment, and the average 
workweek could, of course, yield a different productivity 
picture for 1956 in the private sector of the economy, 
The preliminary GNP figures for 1955, for instance. 
were later revised upward by some $3.5 billion, or 
about 1%. If an underestimation of the same magnitude 
were to be assumed in the preliminary GNP for 1956, 
then productivity would show a little less than a 1% 
gain (assuming the same man-hours) instead of the 
virtually unchanged position that is now indicated by 
the preliminary figures. 

When more detailed labor force and employment 
reports become available for 1956, the information may 
indicate that the currently available figures overesti- 
mate the number of full-time equivalent employees. 
There was a sharp rise in part-time workers in 1956, as 
reported in the monthly Bureau of Census labor force 
surveys. By late in the year, workers on reduced sched- 
ules because of slack work or other factors were run- 
ning some 200,000 a month higher than a year earlier. 

Part-time workers, who prefer short hours or cannot 
accept full-time employment, were ahead of 1955 by 

1 Paper on “National Productivity and Its Long-Term Projection,” 
in “Conference on Research in Income and Wealth,” National Bureau 
of Economic Research, New York, N. Y., May, 1951, updated in 
“Potential Economic Growth of the United States During the Next 
Decade,” a publication of the Joint Committee on the Economic 
Report, Washington, D. C., Oct., 1954, p, 24. 
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some 600,000 in most months in the latter half of 1956. 
Unless the weekly hours as reported by Census ac- 
curately reflect this unusually sharp increase in part- 
time work, the currently available aggregate man-hours 
figure for 1956 is probably on the high side. If the pre- 
liminary reports should have overestimated the number 
of hours contributed by these additional part-time 
workers by as much as 50%, which seems high, then the 
productivity gain for 1956 would be about 1% over 1955 
(assuming the preliminary GNP estimate unchanged). 


TOO HIGH A PRODUCTION RATE? 


Even if both errors—an underestimation of GNP and 
an overestimation of man-hours—are assumed and al- 
lowed for, the indicated change in output per hour in 
the private sector of the economy would still be only 
about 134%, which is still slightly below the long-term 
growth rate for private nonfarm productivity. 

Putting aside the quantitativemeasures of productivity 
change between 1956 and 1955 which, at best, are still 
questionable (see box), does it seem plausible on the 
basis of other evidence that the rate of gain in output 
per man-hour in the private nonfarm sector may have 
declined between the two years? As compared with 
1955, last year was characterized by generally higher 
activity, indicating that many industries were working 
closer to their capacity limits. 

Two major manufacturing industries—steel and 
automobiles—experienced disturbances that undoubt- 
edly brought some productivity loss. In steel, of course, 
there was the month-long strike; and in autos there was 
a reduction in production schedules from the record 

(Text continued on page 113) 


Current Measures of Productivity 


MEASUREMENTS of productivity can be used 
with some confidence when they are taken to in- 
dicate broad trends in efficiency, over relatively 
wide expanses of time. If productivity measures 
are used to locate and measure long-term historical 
trends, even fairly large annual estimation errors 
(which are unavoidable because of the statistical 
quality of the available time series) are tolerable, if 
not satisfactory. 

Such is not the case, however, if productivity 
measures are used to pinpoint the usually small 
year-to-year changes in output per man-hour— 
especially if the measures apply to recent years. 
Even with the best of figures, the typically slight 
year-to-year movements in productivity are often 
smaller than the probable error implicit in the basic 
data. 

The chances of error are increased, of course, as 
more current preliminary data are introduced. Most 
of the data used in making productivity estimates 
are available in currently published Federal Gov- 
ernment statistics, and almost all these time series 
are arrived at in the originating agency by pro- 
jecting sample data based on the periodic census of 
population, manufacturing, agriculture, and other 
areas of the economy. Between censuses, it is as- 
sumed that the trends revealed in the most recent 
census are continuing. Often a new census reveals 
that these trend assumptions were in error, resulting 
in revisions of the affected series. The sharpest re- 
visions usually occur within one to three years after 
the release of the preliminary figures, partly as a 
result of getting more detailed information than is 
currently available through regular reporting chan- 
nels, and partly as a result of new trend assump- 
tions emerging from a newly completed census. All 
of this points up the considerable error that may be 
present in estimates of productivity for years recent 
in time. 


IN THE PRIVATE SECTOR 


Still, productivity is an important performance 
measure, and current estimates are attempted, 
despite the recognized possibilities for error. The 
actual arithmetic of productivity measurement is 
simple enough. An index or sum of output is divided 
by an index or count of man-hours, the results being 
output per man-hour. The difficulties arise in select- 
ing the measures of output and man-hours. 

If productivity for the entire economy—or a very 
broad part of the economy such as the private non- 
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farm sector—is desired, output is usually measured 
by the gross national product or one of its sector 
components (namely, gross private nonfarm prod- 
uct). This is a dollar measure, of course, and must 
be deflated if changes in real output per man-hour 
are to be measured. The investigator may deflate 
the current dollar GNP himself, or he may use the 
deflated figure appearing in the annual Economic 
Report of the President, or (later) the national income 
issue of the Survey of Current Business. This measure 
of over-all output is not completely satisfactory for 
the purposes of productivity estimation, but it is 
the best available and may give a fair indication of 
trend, subject of course to possible later revision. 


IN MANUFACTURING 


Gross national product figures do not contain 
sufficiently detailed data to estimate output in 
relatively small segments of the economy such as 
manufacturing. For current measures of manu- 
facturing output per man-hour, two output esti- 
mates can be used—the Federal Reserve’s index of 
manufacturing production, a physical measure, or 
the Commerce Department’s value of manufactur- 
ing shipments, a dollar measure. Neither of these is 
completely satisfactory. 

About 45% of the Fed’s manufacturing index, as 
it is currently released, is itself based on employ- 
ment data rather than output data. Unable to ob- 
tain physical output measures by current reporting 
in many manufacturing lines, the Federal Reserve 
takes employment and hours figures from the 
Bureau of Labor Statistics and multiplies them by 
an index of output per man-hour to obtain anoutput 
index for these lines. Later, as more information 
becomes available, the estimates from employment 
data are replaced with physical output data, and 
when the final manufacturing index figure appears, 
usually with two or three years’ delay, only 4% of 
the index is based on employment estimation. 

This is a workable way to estimate manufacturing 
output, but if the output measure for a recent 
period is used to obtain a productivity estimate, 
what is revealed when output is divided by man- 
hours as reported by the BLS is not “productivity” 
in the current period, but the Federal Reserve’s 
implicit estimate of productivity in the current 
period, drawn from past experience. 

If value of manufacturing shipments is used as a 
measure of productivity, the deflation problem 
arises at once. None of the regularly published 
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price indexes is completely comparable to the array 
of goods included in the total value of manufactur- 
ing shipments (and the array itself changes from 
year to year). Deflation errors are especially un- 
fortunate when the method attempts to measure 
small percentage changes such as occur in annual 
productivity series. 

There are other limitations, as well. Productivity 
in manufacturing should refer to the value added by 
manufacturing—the difference between the value 
of materials entering manufacturing from other 
sectors of the economy and the value of the products 
sold by manufacturing firms to other sectors. The 
value of manufacturing shipments includes value 
added, but it also includes the costs of things 
bought by manufacturing. To use value of manu- 
facturing shipments as the best currently available 
estimate of value added in manufacturing is to 
assume that the course of these two time series is 
exactly the same through time, which may or may 
not be the case.! 


SOME COMPLICATIONS 


Choices of man-hour totals are also often per- 
plexing in arriving at current estimations of pro- 
ductivity. For the economy as a whole, the only 
available figure is the monthly labor force figure pre- 
pared by the Census Bureau. Total employment 
and average weekly hours in farm and nonfarm 
work are available. Not all the persons reported 
with a job are actually at work. Some are on vaca- 
tion, others are out ill, and others are attending to 
personal affairs. This figure (“‘with a job, but not at 
work’’) averaged 3.2 million during 1956, and can 
be subtracted from the total employment figure to 


1 The total value of manufacturing shipments is much larger 
than the final value of goods emerging from manufacturing, 
since it includes all of the sales and cross sales by one manufac- 
turing concern to another; therefore, there is considerable double 
counting. Value of manufacturing shipments would be a usable 
approximation of value added if the volume of double counting 
can be assumed as a fairly constant factor. But unfortunately it 
cannot. For instance, a merger by a manufacturer and his semi- 
finished goods supplier would reduce the value of manufacturing 
shipments. Value added, however, would be largely unchanged. 


rate of 1955, and a long and costly model change-over. 
Disturbances in autos and steel, together with the 
strains of near-capacity operations elsewhere, are 
probably sufficient to explain at least a substantial part 
of the lower rate of gain indicated for manufacturing 
productivity in 1956. 
But this does not explain the little or no change in 
total private nonfarm productivity as a whole. If manu- 
facturing productivity rose, even at a slow rate, some 
sectors of the private nonfarm economy may have ex- 
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arrive at a better estimation of actual contribution 
to output. Wide year-to-year swings in part-time 
employment can also be a disturbing factor. And 
the weekly hours figures themselves are often sub- 
ject to misleading swings because of the presence of 
holidays in the week in which the Census labor 
force sample was taken. 

Farm and nonfarm jobs are the smallest break- 
downs given regularly for the Census number-at- 
work figures. To get employment totals for manu- 
facturing, use can be made of the Bureau of Labor 
Statistics’ nonagricultural employment figures. 
This presents difficulties if any comparisons or com- 
binations are necessary using both Census and BLS 
data. Census reports persons at work, while BLS 
reports jobs; and the two concepts are far from 
identical. (For example, a person holding two jobs 
is counted once by Census, and twice by BLS.) 

In manufacturing, BLS reports a figure for total 
employment and also a figure for production 
workers, the difference between the two being the 
number of nonproduction workers—clerks, re- 
search workers, overhead workers in factory service 
departments, salesmen, executives, etc. However, 
the only weekly hours series available is for produc- 
tion workers. Thus the total man-hours going into 
a given manufacturing output—production and 
nonproduction—can be arrived at only by esti- 
mating the average length of the workweek among 
nonproduction workers. The employment and hours 
figures are also subject to revision. Although the 
monthly BLS sample is fairly large, it is, of course, 
not so inclusive as a periodic census. The Census 
Bureau itself seldom revises its labor-force figures, 
but this should not be taken as a sign that this 
series is any more or less reliable than many other 
government figures. 

In sum, estimates of the current level of pro- 
ductivity from currently available data are, at best, 
rough approximations. Possibly substantial errors 
can arise on both the output and man-hours sides 
of the equation, making the resultant productivity 
measure only a dubious tool of short-term analysis. 


perienced no gains at all, or even actual losses in produc- 
tivity.! Available data are not sufficiently detailed to 
permit a quantitative estimate of productivity in most 
of the nonmanufacturing areas of the private economy, 
but very crude output and employment figures for some 
broad segments do indicate the possibility of produc- 
tivity setbacks in some areas. 


1 It is possible for some of the slowdown in productivity in the non- 
farm sector to be due to an increase in the relative amount of output 
coming from inherently low productivity sectors. 
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For example, home building slumped, with some of 
this slide being offset by increases in other kinds of con- 
struction. But total construction put in place actually 
declined 2% from 1955, when measured in constant 
dollars. At the same time, construction jobs rose some 
250,000, or a little over 9%. Although figures for hours 
worked at construction sites are not yet available for 
the full year, weekly man-hours in construction for the 
first ten months were generally above 1955, with October 
showing a 1014% gain over the same 1955 month. Some 
of this increase in man-hours at a time when physical 
output was falling was apparently owing to wide shifts 
from residential to nonresidential construction and to 
shifts within nonresidential construction itself last year. 

Wholesale and retail trade registered a current dollar 
sales increase of about 214% in 1956 over 1955. Allowing 
for price changes, this sales increase was only a little 
better than 1%. Jobs in wholesale and retail trade in- 
creased some 340,000, or about 3%. Workweeks were 
apparently fractionally lower, down 14% in wholesaling 
and almost 1% in retailing on the basis of figures through 
October. Still, man-hours apparently gained more than 
physical sales volume in the year. 

Manufacturing, contract construction, and trade 
employ 30 million of the approximately 50 million 
private nonfarm workers. Since the preliminary output 
and employment figures indicate slower rates of pro- 
ductivity gain for these sectors or even actual declines, 
it is not surprising to find that over-all output per man- 
hour in the private nonfarm sector shows little or no 
change. 


WHAT WOULD SMALLER GAIN SIGNIFY? 


Assuming that the broad preliminary measures of 
productivity and the crude nonquantitative indications 
for 1956 both prove accurate enough in showing a 
smaller than usual productivity gain for 1956, what does 
this signify for business as a whole? 

Too much weight cannot be given to year-to-year 
changes in productivity. The range of annual productivity 
changes is small, seldom being more than two or three 
percentage points one way or the other. Even with the 
best of figures, relatively small reporting errors in the 
big aggregates like output, number of workers, or the 
average workweek would result in sharp relative changes 
in estimated year-to-year productivity change. More 
confidence can be placed in productivity measures when 
the time period is longer—a decade, or twenty-five years 
—and the accumulated productivity change is of a 
much larger, more readily measurable magnitude. 

Stull, annual indications of productivity are impor- 
tant. Productivity is a useful measure of efficiency of 
performance on the physical side, just as profit margins 
are a good measure of efficiency on the financial side. 
Profit margins are not easy to measure, but at least they 
emerge in general outline from the addition and sub- 
traction of traceable or allocable dollar expenditures 
and receipts in a given period. Productivity, on the 


other hand, emerges from the complex interaction of such 
nonadditive things as weekly hours, workers’ training 
and morale, stocks of plant and equipment, and the rate 
of utilization of capacity. 

Conventionally, productivity is measured by assum- 
ing that all the disparate factors that influence opera- 
tional efficiency will be accurately reflected in the total 
physical putput of a given period. One man-hour of 
labor time expended supplies the base line or yardstick 
against which changes in total output are measured. 
This by no means implies that all the change can be at- 
tributed to the man-hour, or the worker who supplied 
the man-hour. Statistically, what is being asked is: as- 
suming one man-hour of labor time and allowing all 
other things to vary through time—operating rates, 
technology, plant organization, and so on through the 
whole array of factors that influence efficiency—what 
output results each year from the use of this man-hour 
in combination with the other factors? Regardless of 
the source of the change, productivity, as the term is 
most commonly used, is measured by the quantity of 
output per man-hour (or sometimes per employee). 

Commenting on this point, the late Wesley Mitchell? 
said: “Even within business cycles, we can often observe 
a rising trend in man-hour output and its effects upon 
the number of employees. Immediately, this increasing 
efficiency must be credited mainly to employers, though 
fundamentally it is a cultural product of which alert 
businessmen make use as they do of other resources.” 
Thus “productivity” is itself a product of a national 
environment, adopted, however, by businessmen, and 
measured in units produced per unit of work time. 

Productivity has increased rather steadily as far back 
as figures are available, which, in the case of the United 
States, is late in the nineteenth century. But this does 
not mean that the rate of increase has been steady with- 
out occasional year-to-year interruptions and shifting 
rates of gain. In his study of real product per man-hour 
for the private nonfarm sector in the period 1910-1953, 
inclusive, Kendrick? shows actual year-to-year declines 
in eleven of the forty-four years, despite the long-term 
2% growth rate for the entire period. In the narrower 
and more dynamic manufacturing sector of the private 
nonfarm economy, the Bureau of Labor Statistics’ 
study of manufacturing productivity in the years 1909- 
1939 shows a 3.3% average yearly increase, but actual 
declines in three of the thirty years. Later BLS studies 
for the years 1947-1953 indicate a 3% to 3.6% annual 
increase, with a decline in 1951. 


LONG-TERM FORCES AT WORK 


There are many long-term forces at work giving an 
upward lift to productivity—improvements in tech- 
nology, a better-trained and more-skilful work force, a 
gradual shift from crude product production to more 


1“‘What Happens in Business Cycles,” National Bureau of Eco- 
pets Research, New York, N. Y., 1951, p. 182. 
ip. cut. 
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complex—-and less labor-consuming—machine manu- 
facture. The effects of these longer-term factors will be 
felt over a number of years, even decades; they cannot 
be wholly responsible for the indicated year-to-year 
changes in productivity. 

At the same time, there are shorter-term forces at 
work which are often responsible for sharp year-to-year 
changes in productivity gains. Some students would 
deny the validity of these apparent year-to-year varia- 
tions in productivity, arguing that, even with the best 
available figures, the chance of statistical error is often 
larger than the small year-to-year productivity change 
being measured. 

However, even a casual inspection of the annual 
change in productivity suggests a very rough pattern in 
the year-to-year variations. In general, sharp year-to- 
year changes in productivity seem to occur when there 
is a pronounced change in the direction of business 
trends. This would suggest that an important factor in- 
fluencing year-to-year productivity change is the 
utilization rate of existing facilities—the relation be- 
tween the number of man-hours and the total plant and 
equipment available to work with. 


Manufacturing Productivity Measured in 
Production VWWorker Man-Hours 
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Better than usual productivity gains apparently can 
be expected in recovery years, judging by the available 
productivity series. In the recent BLS productivity 
study for the years 1947-1953, the year 1950 showed an 
increase almost double that of other postwar years 
covered. As a possible explanation, BLS offered this 
observation: “This sharp rise in output per man-hour 
occurred during the period of revival and expansion 
following the recession of 1949 . . . it may imply that 
more than average gains in output per man-hour are to 
be expected during a period of recovery from low busi- 
ness activity. . . .” 

Less than usual productivity gains and actual losses 
have showed up most often in early war years, in the 
initial year or two of a pronounced business downturn, 
or in a prosperous year that follows a long and sustained 
rise in business activity. All this would suggest that 
short-run changes can be related positively to capacity 
utilization, or, more exactly, to the phase of the business 
cycle. However, in times of pressure on facilities, operat- 
ing rates may pass above the range of optimum ef- 
ficiency, less efficient employees may be hired when 
labor is scarce, and less efficient machinery drawn into 
production. In the upper reaches of the business cycle, 
the causes of productivity change thus become am- 
biguous.? 

In sum, productivity or man-hour efficiency in a 
machine-using economy may suffer temporary setbacks 
if output takes a sudden downward skid, or if output 
starts to bump against a capacity ceiling. On the other 
hand, big year-to-year gains can be expected if there is 
a fairly wide choice open to the businessman in com- 
bining the factors—conditions most likely to prevail for 
the economy as a whole as business starts to turn up 
from a depressed level. 

Assuming that the available productivity measures 
have a fair degree of accuracy, here is the general pat- 
tern of productivity changes in the private nonfarm 
economy in the postwar years: 


1945-1947— Productivity fell through 1947 as the econ- 


1“Trends in Output Per Man-Hour and Man-Hours Per Unit of 
Output-Manufacturing, 1989-53,” Testimony Before Subcommittee 
on Economic Stabilization of the Joint Committee on the Economic 
Report, Washington, D. C., Oct., 1955, p. 317. : 

2 “Around the generally rising trend of man-hour efficiency are 
twined two sets of cyclical fluctuations, one positively, the other in- 
versely, related to production. The positive cyclical movements arise 
from the fact that modern plants attain their highest technological 
efficiency when operated steadily at the capacity for which they are 
designed. An irregular flow of work, substandard in volume, causes 
expensive stoppages, and makes it harder to integrate smoothly the 
numerous processes that contribute to the final product. Hence unit 
costs tend to rise in contraction, and to fall at least during the earlier 
stages of expansion. . . . In the later stages of expansion, however, 
the volume of work sometimes exceeds the optimum, and unit costs 
turn upward. It may be necessary to use substandard equipment; 
similarly, a shortage of well-trained workers may lead to the hiring of 
less desirable recruits. Under such conditions, the maintenance of 
shop discipline becomes difficult—the penalty of discharge is less 
dreaded when new jobs are easy to get. These conditions are reversed 
in contraction, and the efficiency of personnel tends to increase again, 
while the reduced flow of work is tending to raise unit costs.” Mitchell, 
op. cit., pp. 182 and 133. 
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Shifts in Employment Patterns in Manufacturing 


i Changes i Changes i 
Years etl Joba Produétion Jobs N jdprodntod J obs 
1947 to 1950... —323,000 —398,000 +75,000 
1950 to 1953... +2,271,000 +1,516,000 +755,000 
1953 to 1956... — 348,000 — 663,000 +8315,000 
1947 to 1956... +1,600,000 +455,000 +1,145,000 
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omy made the turn from war production to a peace- 
time basis, with manufacturing productivity start- 
ing to rise ahead of productivity in other sectors in 
1947, 


1948-1950—By late 1948 and early 1949, productivity 
was back to the level of the late war years, after 
the early postwar slide. With the recovery from the 
1949 recession, productivity posted one of its 
sharpest postwar gains. 


1951-1953 —These were years of steady, near-normal 
productivity gains, held back a bit (especially in 


manufacturing) as the adjustment to Korea was 
made, 


1954-1955 — Productivity for the private nonfarm econ- 
omy evidently rose sharply from its 1953 peak in 
late 1954 and in 1955, reflecting the tendency for 


larger productivity gains to be made in early stages 
of a business recovery. 


WHAT HAPPENED IN 1956? 


The slower rate of productivity gain (especially in 
manufacturing) that emerges from the preliminary es- 
timates for 1956 may seem to run counter to the di- 
rection that would be indicated by the longer-term 
forces that were influencing productivity last year. 
Spending for new plant and equipment reached a record 
high in 1956. Informal estimates suggest that as much 
as one half of this spending went to replace outmoded 
low-productivity equipment. At the same time, produc- 
tion workers were generally well trained, and worker 
morale was apparently high. Labor turnover rates, es- 
pecially quit rates, were lower than usual for a boom 

ear. 

‘ A possible explanation for the failure of output per 
man-hour to rise significantly in 1956 is that shorter- 
term forces were at work dampening the effectiveness 
of the long-term factors. Although plant and equipment 
were being installed at record rates, it is possible that 
they were not yet working at maximum efficiency. The 
new equipment will eventually increase output per 
man-hour, but first it has to be “seasoned” —broken in; 
new skills must be learned, and integrated into the 
over-all production line of the factory. 

Tight money may also have been a restraining in- 
fluence on productivity in 1956. With cash harder to 
borrow and more liquid assets already committed, 
many firms may have been unwilling or unable to ac- 
quire, in efficient volume, the complementary supplies 
and equipment required to get the most out of the exist- 
ing plant and the new additions being brought to com- 
pletion. 

If productivity gains were below average in 1956, 
what can reasonably be expected of 1957? Most of the 
long-term forces appear about as favorable as last year, 
and the new plant and equipment put in place in 1956 
may be utilized more effectively. Tight money may well 
continue as a restraint. But with the prices of materials 
and labor still headed up and continuing to press on 
profit margins, spending for more efficient methods 
should continue to be a strong contender for limited 
business funds. All this points to some betterment in 
output per man-hour in 1957. 

Ultimately, however, the improvement in output per 
man-hour actually realized may depend largely on the 
shape of the business curve in 1957. Assume a V-shape 
pattern, and productivity could well worsen in the early 
months and stabilize or improve by year-end. 

Assume an inverted-V, and productivity gains will be 
slower and harder to come by as the economy inches 
toward the peak, with a decided worsening probable if 
the ensuing decline should be sharp. 

Assume a straight-line rise, and productivity gains 
will depend partly on the degree of the rise. If manu- 


(Continued on page 142) 
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New High in New Year 


THE UPWARD trend of retail prices which characterized An advance of 0.6% in public transportation charges held 


the greater part of 1956 was carried over into 1957 as the decline of the transportation index down to 0.1%. 
the Board’s consumer price index rose 0.2% in January, The increase in housing costs was primarily owing to 
1957. The all-items index rose to a new high of 103.4 seasonal increases in gas rates and solid fuel prices. Lesser 
(1953=100), which was 2.3% above January, 1956. advances were recorded by the household operations 
The purchasing value of the consumer dollar was 96.7 group, and rents were up a slight 0.1%. Apparel costs ad- 
cents (1953 dollar=100 cents) in January, 1957, down vanced slightly, with men’s clothing prices continuing 


The Conference Board's Consumer Price Index—United States Cities Over 50,000 in Population 


1958 = 100 Rebased Indexes 
Housing 
All All 
Fuel Furnish. | Apparel i i y : cues (oar se 
Rent | Power and] ings and 1939=100)| = 100) 
Water |Equipment 
1955 Annual ay. 38 5 106.1 102.7 A .0 1 182.2 114.2 
1956 January... a a) 2 8 103.7 38 >) 8 1 9 183.6 115.0 
February. 4 3 4 107.1 104.3 6 8 3 A 9 183 .6 115.0 
March. 45h .0 6 107.2 104.4 4 4 ol 7 9 183 .6 115.0 
April. Soe .0 .0 6 107.5 104.5 ) 6 A 7 .0 183.5 115.0 
May res set 2 a f 6 107.6 104.0 1 7 l 8 8 183.9 115.2 
June...... Ws 2 rat! 107.7 104.0 1 9 9 9 3 184.7 115.8 
daly occ. of ul 8 107.9 103.9 .0 0 .0 2 9 185.4 116.2 
August. ) 4 .0 108.0 104.0 9 att 9 6 8 185.8 116.4 
September 4 8 8 108.1 104.3 38 8 1 ad, 6 186.0 116.6 
October as 8 4 108.4 104.7 i) 6 ail .0 4 186.5 116.9 
November. 2 a) .6] 108.6] 105.3 5 e/ ae a2 9 | 187.8] 117.4 
December . 2 5 sft 6 105.5 .8 7 9 4 9 187.5 117.5 
1956 Annual av. 9 .0 9 104.4 8 0 2 wl 185.1 116.0 
1957 Janua: 4 2 5 107.8 8 8 5 a! 187.8 117.7 


Percentage Changes 


12/56 to 1/67... 
1/56 to 1/57... 


0.2 cents from the previous month and 2.2 cents below strong. Women’s clothing, which exhibited a weak price 
January, 1956. behavior throughout 1956, was unchanged over the 
The increase in the price level was the result of ad- month, The sundries index moved a slight 0.1% higher, 
vances in the housing, apparel and sundries groups, which with scattered increases reported for all groups included 
were strong enough to more than offset declines in the in this index. Medical care, recreation costs and alcoholic 
food and transportation groups. Housing costs advanced beverages and tobacco all were up 0.2%, while personal 
0.8%, and apparel and sundries each were up a slight care items advanced 0.1%. 
0.1%. Food costs were off 0.3% and transportation 0.1%. Compared with a year ago, retail prices were 2.8% 
The lower food costs were the result of substantial higher. All commodity groups were higher, with food 
price declines in the meat, fish and poultry and the dairy (up 2.8%) leading the advances. Higher prices were pre- 
products and eggs groups. All other food groups were vailing for sugar, fats, coffee, vegetables and fruits, meats 
higher over the month. Meat, fish and poultry were 1.0% and cereal and bakery products. Only eggs and poultry 
cheaper in January, with beef and poultry down 2.9% were below year-earlier levels. 
and 1.4% respectively. Pork prices, up 0.7%, recovered The housing index rose 2.3% over the year. The main 
somewhat from their year-end weakness. The 1.3% de- hikes came in the fuel, power and water group (up 4.0%), 


cline of the dairy products and eggs index was the result and in the household operations group (up 2.5%). Rents 
of a price drop of 7.0% for eggs, which was only partly were 1.8%, and furnishings and equipment 0.5% higher. 


offset by slightly higher prices for most dairy products. Clothing cost 1.5% more than in January, 1957, pri- 
Fruits and vegetables were 0.8% higher over the month, marily because of substantial increases for men’s clothing 
as fresh vegetables took a 2.8% jump. The “‘other food” and apparel services. 
group was up 0.4%. Cereal and bakery products were The cost of transportation rose 1.9% over the year, with 
0.3% higher. the main increase (3.8%) reported in public transportation 
Transportation costs were down slightly, as car prices charges. Increases were recorded for all groups included 
and automobile upkeep charges were somewhat weaker. in the sundries index to effect a 2.8% advance—H.B.J. 
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Fourth-Quarter Appropriations Fall Below Year-Ago Rate . . . 
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Miscellaneous durables include lumber products, furniture and fixtures, instruments, ordnance, and miscellaneous products 
Other nondurables include apparel and related products, tobacco, leather and leather products, printing and publishing 


As reported by the cooperating companies. See table 2 


HE ONE-THOUSAND largest manufacturing 
companies appropriated $3 billion in the fourth 
quarter of last year. This was a higher rate of ap- 
propriations than in the third quarter of 1956, but it 
was below the corresponding rate of capital commit- 
ments or expenditures. As a result, the backlog of ap- 


propriations again declined in the fourth quarter, as it 
had in the third. 


BACKLOGS DIP DURING QUARTER 


In summary form, the directly pertinent figures are 
these: 


1, At the beginning of the fourth quarter, the capi- 
tal appropriations backlog (as revised) was estimated 
at $10.1 billion for the top 1,000 manufacturing 
companies 


2. To this was added $3.0 billion in new appropria- 
tions, making a total of $13.1 billion available for use 
during the quarter 

3. Of this total, $3.7 billion were either spent or 
committed and $0.2 billion in appropriations were 
canceled 


4. This left a balance or backlog of $9.3 billion at 
year-end. 
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CAPITAL APPROPRIATIONS 


Full reports were submitted by 519 companies, about 
the same coverage as in the previous quarter. A number 
of companies submitted their data after the deadline 
for this report, owing to the problem associated with 
year-end closing.! The majority of companies made an 
extra effort to submit the information despite the heavy 
work load of financial and accounting reports at that 
time. This is the third of a continuing series of reports 
on capital appropriations by large manufacturing enter- 
prises being conducted by Tum Conrerencr Boarp 
under the financial sponsorship of Newsweek magazine. 
The initial study presented in The Conference Board 
Business Record for October, 1956, developed in detail 
the broad purposes of this survey, as well as some of its 


1 Too late for inclusion in the published tables were reports by al- 
most forty companies. Interest and cooperation in the survey continue 
to mount. 
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BIG BUT NOT BOOMING 


limitations. The numerical data in the present report 
superseded those of the two previous reports because of 
revisions and other technical factors to be explained 
later. 


1956 IN CAPSULE 


For 1956 as a whole, the top 1,000 manufacturing 
companies were estimated to have approved $14.2 bil- 
lion in new appropriations. They spent or committed 
$12.8 billion and canceled $0.6 billion. Thus new ap- 
propriations during the year exceeded those that were 
expired by some $0.8 billion. As a result, the total out- 
standing at the end of the year had increased to $9.3 
billion from $8.4 billion. What is significant in terms of 
trend during the year, however, is that the backlog rose 
during the first two quarters and then declined during 
each of the last two. The fourth-quarter decline in back- 
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logs was greater than the third quarter. This in part re- 
flects the fourth-quarter seasonal peak in capital ex- 
penditures (the most frequent way in which respondents 
expire appropriations) exceeding the seasonal rise in 
new appropriations.! 


NEW APPROPRIATIONS AND BACKLOGS 


The 471 companies furnishing information for all 
quarters of 1955 and 1956 reported a 14% decline in ap- 
propriations newly approved in the fourth quarter of 
1956, as compared with the fourth quarter of 1955. 
These companies also experienced a decline in backlogs 
during the quarter to a level below the end of the other 
quarters of 1956 (but still substantially above the back- 
log levels during 1955). In contrast, backlogs rose during 
the fourth quarter of 1955. Even more in point, the rate 
of new capital appropriations in the fourth quarter of 
1956 was less than in the second quarter.? In 1955, 
fourth-quarter appropriations were the largest of the 
year and significantly higher than during the second 
quarter (see table 4). 

1 As explained in the previous report, capital expenditures are at a 
seasonal peak in the fourth quarter, in part owing to accounting prac- 
tice, while the seasonal peak in capital appropriations occurs in the 
first quarter. 

2 This is also true of the 519 companies shown in table 1. 
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These findings, therefore, corroborate those for the 
third quarter in which large manufacturing companies 
were already reporting capital appropriations at a rate 
below that of the corresponding quarter of 1955. The 
prospective slowdown in the boom in capital goods 
spending by manufacturing companies, first suggested 
by this survey, was subsequently confirmed by the 
preliminary reports of capital expenditures scheduled 
by manufacturing companies for the first quarter of 
this year issued by the Department of Commerce and 
the Securities and Exchange Commission. 


THE SEASONAL PROBLEM 


Although the change in direction of new appropria- 
tions does seem to be borne out, there still remains the 
problem of identifying seasonal fluctuations in this 
series with only eight quarters of data at hand. Some 
initial impressions follow which can later be quantified 
when we receive additional information. 

Consider, first, the quarter-to-quarter percentage 
changes in new appropriations thus far reported: 


Thus the change from the third to the fourth quarter of 
1956 was upward, as the December, 1956 report had 
earlier suggested it might be for seasonal reasons. This 
most recent percentage gain—the significant figure— 
was barely half that reported a year earlier. This takes 
on even more meaning when the third-to-fourth-quarter 
change is classified into durables and nondurables com- 
panies. This reveals (1) a rebound in appropriations by 
the durables companies which had been affected by the 
steel strike, especially the iron and steel industry itself; 
(2) a counterbalancing drop in new appropriations by 
the nondurables group which appears to have been 
greater than seasonal. The change in the rate of ap- 
propriation approvals by the nondurables sector from 
the first to the second quarter, and again from the 
second to the third quarter, were sufficiently similar in 
1955 and 1956 to justify calling them seasonal in char- 
acter. But the third-to-the-fourth-quarter change this 
year is so markedly different from the year previous 
that the underlying factors must presumably be more 
than seasonal in character. On the other hand, the drop 
in the rate of appropriation approvals by the durables 
manufacturing companies from the second to the third 
quarters of 1956 was significantly different from 1955 
and was reversed in the fourth quarter. 

While quarter-to-quarter comparisons are signifi- 
cantly affected by seasonal movements, these factors, 
although still present, tend to become dampened in 
comparing larger time periods. Thus half-year figures 
provide a broader view of changes which have taken 


place. The decline from the first to the second half of 
1956 in new appropriations approved by all manufac- 
turing companies was in contrast to the rise over the 
corresponding periods of 1955. This change was com- 
posed of (1) the same differential movement for the 
durables group and (2) a sharper drop in new appro- 
priations for the nondurables sector. 


Per Cent Change in New Appropriations From 
the First to the Second Half, 1955 and 1956 


First Half to First Half to 

Second Half, Second Half, 
1955 1956 
All Manufacturing. 22... semee eee 6 —31 
Durable goods industries........... 24 —$1 
Primary iron and steel........... 13 —14 
Primary nonferrous metals....... 77 —8zZ 
Electrical machinery and equipment 43 25 
Machinery, except electrical...... —19 17 
Transportation equipment........ 28 —36 
Stone, clay and glass products..... 41 —40 
Fabricated metal products........ 40 —52 
Other durable goods industries!. . . —34 —12 
Nondurable goods industries........ —ll —80 
Food and beverages............- 16 —38 
Textile mill products............ —30 —58 
Paper and allied products........ 67 —26 
Chemicals and allied products..... ve 17 
Petroleum and coal products...... —42 —48 
Rubber products; <4... . 0 okie 30 —48 
Other nondurable goods products’. . — 6 —29 


1 Includes lumber products, furniture and fixtures, instruments, ordnance and mis- 
cellaneous manufactures 


2 Includes apparel and related products, tobacco, leather and leather products, 
printing and publishing 

Many industries showed declines in new appropria- 
tions from the first to the second half of 1956, while 
over the same periods of 1955 they showed increases. 
Only one industry —nonelectrical machinery—reported 
a decline from the first to the second half of 1955, and 
an increase over the same periods of last year. Two in- 
dustries—electrical machinery and chemicals—regis- 
tered smaller increases from the first to the second half 
of 1956 than over the corresponding periods of the 
previous year. It may be noteworthy that the first-half 
to the second-half declines in the petroleum industry’s 
new appropriations were about the same in both years. 


A MORE THAN SEASONAL DECLINE? 


The year-to-year comparisons combined with those 
from quarter to quarter and half to half suggest the 
tentative conclusion that a more than seasonal decline 
occurred in the rate of newly approved capital appro- 
priations, probably during the third quarter. While 
much of the change from the third to the fourth may 
well be of seasonal proportions, we are inclined to be- 
lieve the underlying trend was again downward. This 
impression, however, must await confirmation by a 
formal calculation of seasonal indexes based upon 
further information.! 


1 In the near future, we propose to collect data, retrospectively, for 
1953-1954, which would provide a basis for the calculation of seasonal 


indexes as well as for appraising the lead time between appropriations 
and expenditures. 
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To put the latest results in time perspective, the 
latest data do not point up any imminent or significant 
downturn in capital spending. They continue to suggest 
that capital outlays by manufacturing companies are 
a short-run element of strength rather than weakness— 
the year-end backlogs are still up 20% over the total 
outstanding at the end of 1955. What is equally evident 
from this recent survey is that manufacturing capital 
outlays will not be the explosive force in 1957 that they 
were in 1956. 


STEEL AND ODM 


The previous report in this series referred to the pos- 
sible impact of the steel strike on the appropriation ap- 
provals in the third quarter. In the fourth quarter, the 
rate of appropriations in the iron and steel industry re- 
bounded sharply. Its rate of new appropriations in the 
fourth quarter over the third was higher than in the 
corresponding periods of 1955. In fact, the dollar rise in 
new appropriations by the iron and steel industry ac- 
counted for almost 60% of the absolute rise in new ap- 
propriations by the durables group as a whole from the 
third to the fourth quarters of 1956. 

It should be noted that the Office of Defense Mobili- 
zation in the last week of December rejected the appli- 
cations, reportedly pending since mid-1956, for ac- 
celerated amortization made by the iron and steel com- 
panies. Up to the date of this disapproval, the proposed 
expansion plans totalled some $2.3 billion. 

The timing of this decision may have had some in- 
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Nondurables Appropriations Backlogs Dip 
BILLIONS 
$8 


ALL MANUFACTURING 


47 DURABLE Goops 
INDUSTRIES ery a 
aside ae Ga anes on en a ed 
2 NONDURABLE GOODS 
INDUSTRIES 
0 
i. iiteseeny, arog 
1955 1956 


Capital appropriations outstanding at end of quarter, as reported by the 
cooperating companies. See Table 4 


Source: The Conference Board 


fluence on the industry’s rate of new appropriations. 
After the decision was announced, some companies 
stated publicly that it would have no effect on their 
capital planning. Others were not so certain as to its 
effect. 

In any event, the industry did not have sufficient 
formal notice to have proceeded one way or the other in 


In Summary 


THIS is the third report on the continuing quarterly 
survey of capital appropriations among the 1,000 largest 
manufacturing companies which THE CONFERENCE 
Boarp is conducting under the financial sponsorship of 
Newsweek magazine. (Reprints of the first two reports are 
available upon request.) 

New appropriations—New capital appropriation approvals 
in the fourth quarter were up 14% from the third- 
quarter rate but 14% below the rate a year ago. For the 
year as a whole, new appropriations were 12% higher 
than in 1955. 

Backlogs—The backlog of outstanding appropriations at 
the end of the fourth quarter showed a 20% increase over 
the corresponding period of 1955, but declined during the 
quarter as it had during the previous quarter. 

Durable goods industries—In the durable goods industries, 
the fourth-quarter rate of newly approved appropriations 
was up 73% from the third quarter, but down 12% from 
the preceding year. For the year as a whole, an increase of 
5% was indicated. Further, the backlog for this sector at 
year-end was 18% above the corresponding level in 1955. 
Nondurable goods industries—In the soft-goods group, 
the fourth-quarter rate of new appropriations was down 
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23% from the third quarter and 18% from the correspond- 
ing period of 1955. Again, for the comparison of the year 
as a whole, new appropriations were up 19% from the 
1955 level. The backlog at year-end showed a gain of 
23% over 1955. 
The totals—At the beginning of the fourth quarter, the 
appropriation backlog among the 1,000 largest manu- 
facturing companies was estimated at $10.1 billion 
Plus: Newly approved appropriations... 3.0 billion 
Equals: Total appropriations available 
during quarter 
Minus: Appropriations committed or 
spent during quarter 


Minus: Cancellations of approved ap- 
propriations 0.2 billion 


Equals: Backlog at end of fourth quarter. 9.3 billion 


13.1 billion 


3.7 billion 


Summary—These findings corroborate the thesis ex- 
pressed in the previous report of a slowdown in the 
capital-goods boom. They also indicate, however, that 
the contribution of the manufacturing sector to capital- 
goods spending will remain relatively high in the months 
immediately ahead. 
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Backlog Rates Fall Below Year-Ago Level 


No. of quarters 


NONFERROUS GTi QUARTER, 1950 SRR 4. B 
METALS 3.4 
IRON & STEEL : 
CHEMICALS 
PAPER 
ELECTRICAL ee 8 
MACHINERY : 35 
& EQUIPMENT 
DURABLES Sees ee 4 3.2 
VAVTZZHHHVHVH@—V7@?HTVVHA 
ALL Ss Bo 2. 
MANUFACTURING ZZZYYyrZz“73.2 
FOOD & Ree 12.5 
EES MAV-CZHZH]T]T]7?7$@]!|@V©AE_X 
RUBBER 2. 
TEXTILES ty; Yijjj 
MACHINERY, Se ee 2 
EXCL.ELECTRICAL WAY. 
NONDURABLES 2.4 
Br 
STONE, CLAY : a2 
& GLASS M-C-MHZVV_@_ HHHWT]W@Y]A 
TRANSPORTATION Se 1.8 
EQUIPMENT v WUluwwt, 2.2 
PETROLEUM* 
FABRICATED : 41.1 
EUS V|-VHTHZZHHHHWT_VUY 
eNONSURABLES % . ue 


OTHER DURABLES\Y 


4incLUD 


ieee a encing beg peeprenens nh year-end, divided by commit- 
r expenditures during the +! ter. 
cooperating companies. See Table 3 OT paneer erePod ed hi athe 


1 Includes motor vehicles 


* Includes apparel and related ducts, tob : 
Wee ppiintesredd nbieins products, tobacco, leather and leather prod 


® Includes lumber products, furniture a i 
i eoisncoue coc e and fixtures, instruments, ordnance and 


Source: The Conference Board 


the fourth quarter, since the final outcome of these ap- 
plications was made public so late in the quarter. 


THE ROLE OF LIQUIDITY 


Increasing tightness in the money market as well as 
lowered liquidity was previously mentioned as a pos- 
sible influence on capital goods spending decisions. 

One measure of liquidity is the ratio of cash and 
United States Government securities as a percentage of 
current liabilities. The drop in liquidity of all manu- 
facturing companies in the third quarter, as measured 
by this ratio, was sharper than the drop evident in the 
second-quarter comparison. As noted in the previous 
report, the decline shown by the second-quarter com- 
parison, in turn, was greater than in the first quarter. 
For all durables manufacturing companies the cor- 
responding declines were even steeper. Further, the 
liquidity fall for nondurable companies from the second 
to the third quarters of last year was larger than any 
other quarter-to-quarter fall in the 1955-1956 period. 
Financial developments, at least in the fourth quarter, 
even after allowance for improved profits in that 
quarter, do not suggest any significant improvement. 


THE RISE IN CANCELLATIONS 


The rise in cancellations in the fourth quarter to an 
estimated total of over $200 million for the top 1,000 
manufacturing companies may be related to these 
financial developments. Such cancellations reached a 
peak for the past two years and were almost 50% higher 
than in the fourth quarter of 1955. This rise in the rate 
of cancellations may again offer a clue as to changes in 
the level of business optimism, although even the latest 
fourth-quarter cancellations represent only 7% of the 
appropriations newly approved in that quarter, and 
just 1.5% of the sum of the backlog of approved ap- 
propriations at the beginning of the quarter and the 
new fourth-quarter appropriations. For 1956 as a whole, 
cancellations were 4% of appropriations newly approved 
during the year. 


PROFITS AND PROFIT MARGINS 


Manufacturing profits declined in the third quarter of 
last year as compared with the third quarter of 1955. 
The fall occurred only in the durables sector, and was 
confined to the automobile and iron and steel industries. 
This followed a second-quarter 1955-1956 gain of about 
one half of the increase from the first quarter of 1956 as 
compared with the same period a year earlier. 

Early profits returns! and the over-all corporate profits 
estimate made by the Council of Economic Advisers 
suggest that fourth-quarter 1956 manufacturing profits 
rose to a level about equal to that of a year earlier. 

Further, in the third quarter of 1956, manufacturing 
sales equaled the rate of the third quarter of 1955, and 
in the fourth quarter sales were more than 5% higher 
than in the corresponding period of the previous year. 


1 See First National City Bank, Busi nd E : cae 
March, 1957. usiness and Economic Conditions, 
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This means that manufacturing profit margins nar- 
rowed both in the third and fourth quarters of 1956 as 
compared with the same periods of 1955. 

In addition, the rise in corporate profits which had 
occurred in the first half of last year was followed by a 
level for the second half as a whole that was below the 
corresponding period of 1955. (For the year as a whole, 
manufacturing profits appear to have been the same in 
both years.) This retardation in profits and profit 
margins may be closely associated with the second-half 
declines in manufacturing capital appropriations re- 
ported in the quarterly survey of capital appropriations. 


FOURTH-QUARTER DECLINES WIDESPREAD 


The 14% decline in the fourth-quarter 1956 appro- 
priations as compared with the last quarter of 1955 was 
composed of declines in all industries except the elec- 
trical and nonelectrical machinery groups and the two 
miscellaneous sectors (see chart). This differed from the 
experience in the third quarter of last year as compared 
with the corresponding quarter of 1955, when the rate 
of approval of new capital appropriations of the chemi- 
cals and oil industries was also up. In the fourth quarter 
of 1956, too, both the durables and nondurables sectors 
as a whole reported a decline in newly approved capital 
appropriations. 


1956 APPROPRIATIONS UP OVER 1955 


Added perspective is now available for 1956 as a 
whole. In contrast with the year-to-year declines during 
the third and fourth quarters, capital appropriations 
newly approved in 1956 as a whole were 12% higher 
than in 1955 (see table 2). The durables manufacturing 
sector reported a 5% year-to-year hike in new appropri- 
ation approvals; the nondurables companies, a sizable 
19%. In terms of dollars, the chemicals industry re- 
ported the largest year-to-year Jump in new appropria- 
tions, and was mainly responsible for the better showing 
of the nondurables group. 

Among the durables industries, only the iron and 
steel and the transportation groups had a lower rate of 
appropriation approval in 1956 than in 1955. Further 
analysis of the latter classification discloses that this 
decline occurred in the automobile industry. Capital 
appropriations for the nonautomotive transportation 
industry rose in 1956. 

Among the nondurable goods industries, the year-to- 
year rise in new appropriations was of modest propor- 
tions in most industries, except for the sharp hike by 
the chemicals group. In the paper industry, however, 
1956 appropriations were 5% lower than 1955. 


HIGHER BACKLOGS 


In contrast to the fourth-quarter decline in new ap- 
propriations, the appropriations backlog at year-end 
was 20% higher than at the end of 1955. (See table 3.) 
Both the durables and nondurables companies’ backlog 
at year-end were in this range of increase over 1955. 
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Appropriations Arithmetic, 1956 
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Estimated for the top 1,000 manufacturing companies. See Table | 
Source: The Conference Board 


The year-to-year comparison in backlogs, however, 
narrowed for the second successive quarter, as is evident 
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Table 1: Estimated Capital Appropriations for the Thousand Largest Manufacturing Companies, Quarters, 1956 


Millions of dollars 
ES 


All Manufacturing ; ee 
Approved capital appropriations outstanding at beginning of quarter. 
Capital appropriations newly approved or authorized during quarter. 
Approved capital appropriations committed or spent during quarter... 
Approved capital appropriations canceled during quarter.........+.- 
Approved capital appropriations outstanding at end of quarter..... 


[Capital expenditures made during quarter............-.-+++++++> 


Durable Goods Industries 
Approved capital appropriations outstanding at beginning of quarter. 
Capital appropriations newly approved or authorized during quarter. 
Approved capital appropriations committed or spent during quarter... 
Approved capital appropriations canceled during quarter......... 


Approved capital appropriations outstanding at end of quarter. pak 
[Capital expenditures made during quarter...........-..-++eee-e- 


Nondurable Goods Industries 
Approved capital appropriations outstanding at beginning of quarter. 
Capital appropriations newly approved or authorized during quarter. 
Approved capital appropriations committed or spent during quarter... 
Approved capital appropriations canceled during quarter...........- 
Approved capital appropriations outstanding at end of quarter.... 


[Capital expenditures made during quarter..................5000- 


Estimated for Top Thousand As Reported by Respondent Companies 


; b 4th Q. Ist Q. @nd Q. 8rd Q. 4th Q. 

berry reer iy one one 1956 1956 1956 
8,388 | 10,323 | 10,531 | 10,088 5,913 7,504 7,896 7,662 
4,971 8,617 2,619 8,003 3,443 2,608 1,929 2,210 
2,924 8,292 2,932 3,657 1,786 2,143 2,068 2,691 
118 138 137 207 67 91 97 156 
10,319 | 10,524 | 10,075 9,250 7,504 7,887 7,656 7,141 
2,221 2,936 3,084 3,760 1,457 1,957 2,012 2,563] 
5,122 5,933 6,020 5,631 3,546 4,296 4,579 4,328 
2,562 1,956 1,071 1,781 1,679 1,394 758 1,318 
1,699 1,823 1,891 1,993 908 1,086 959 1,379 
66 60 70 80 28 8h 48 66 
5,922 6,009 5,624 5,345 4,291 4,572 4,326 4,205 
1,137 1,547 1,655 2,079 681 961 992 1,354] 
8,266 4,390 4,511 4,457 2,368 3,208 $3,317 8,334 
2,410 1,661 1,548 1,221 1,764 1,214 1371 892 
1,225 1,468 1,541 1,664 878 1,057 1,109 1,212 
61 78 67 126 89 56 49 92 
4,396 4,515 4,451 8,905 $,213 8,315 3,331 2,936 
1,084 1,389 1,430 1,681 775 996 1,020 1,209] 


Based upon 519 respondents 


from the following comparative figures of outstanding 
appropriations expressed in percentage changes. 


Percentage Change in Outstanding Appropriations 


Ist Q. 1956- | 2nd Q. 1956-| 8rd Q. 1956- | 4th Q. 1956- 
Ist Q. 1955 | 2nd Q. 1955 | Srd Q. 1955 | 4th Q. 1955 


Ce eet 


Thus the decline in the rate of increase of backlogs first 
showed up in the durables sector in the third quarter. 
In the fourth quarter, this narrowing of the backlog 
gain over the previous year had also spread to the non- 
durables group. 

Among the several industries, the largest year-to- 
year gain in backlogs was reported by the nonferrous 
metals group. The chemicals industry and the two ma- 
chinery groups also experienced a substantial increase 
in backlogs at the end of last year as compared with the 
end of 1955. The rubber industry at year-end still had 
unexpended backlogs moderately higher than a year 
earlier, as did the iron and steel industry. 

All other industries by the end of 1956 either had 
backlogs at the same level as at the end of 1955 or lower. 
In view of the rise in capital goods prices over the past 
eighteen months, it is evident that the backlog of ap- 
propriations in terms of constant prices was lower at the 
end of 1956 than a year earlier in the transportation 


Industry totals may not add up because of rounding 


Source: Toe ConFERENCE Boarp 


equipment, stone, clay and glass, food, textiles, paper, 
and petroleum industries. 


BACKLOG RATES LOWER 


The rate of backlog can be measured in terms of the 
backlog at the end of the quarter divided by the expendi- 
tures or commitments during the quarter, showing at 
the present rate of expenditures or commitments for 
how many quarters the appropriations backlogs would 
last. 

At the close of the fourth quarter of last year, the 
rate of backlogs for all reporting companies was 2.8 
quarters, compared with 3.2 quarters at the end of 1955 
(see chart). To place these fourth-quarter comparisons 
in proper perspective, the backlog rates for each of the 
quarters of 1955 and 1956 are presented in the accom- 
panying table. 


Number of Quarters of Commitments or Expenditures 
Represented by Outstanding Appropriations 
at the End of the Quarter 


— | RSP eee) ee 
All Manufacturing Ae. | So TES. Thess 
Durables........ 4.7} 4.2] 4.5 | 3.2 
Nondurables..... 3.7 | 3.2 | $.0 | 2.4 


In each of the first three quarters of 1956, the backlog 
rate was higher than in the corresponding quarter of 
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Table 2: Newly Approved Capital Appropriations for Respondent Companies, 1955 and 1956 
Millions of dollars 


2 AR eosin pe ae oH le ES 22 ed a nce a ee 


All Four All Four % Change % Change 
Quarters Quarters 1956 Over 4th Quarter | 4th Quarter 1956 Over 
1955 1956 1955 1955 1956 1955 
Ar Panel Octet hg 0). | BIRD | ete) termes? wale | cad of = 

PPO LO0Es TRAUEIEE. Oo Dos own ess oe se caaccachasscs thas, rears ee H 116 Van = 
PAIMALY ATOM SHC Steel gig tei tain |e KK <6 cape) + + drhwoe ¥ os « 0s 1,687 1,381 —18 "647 “4T4 —27 
Primary MON Tenrous Ie cals Paka eget Fr Ac ste ssl pazeek wah 532 831 56 134 56 —58 
Electrical machinery and equipment................2..00005 477 799 68 156 286 83 
Machinery, except electrical. .......... 0. ccccecececcccucecs 303 405 84 76 151 99 
Transportation equipment? ....5..6 ce ccc ceceaeccaceaveees 977 687 —30 250 164 —34 
Stone, clay and glass products..............e.cceccuccunees 438 483 10 110 60 —45 
Babricated metal proguctad fisin, x. «weds ss viddn bos Gees bane. 125 135 8 44 28 —36 
Other durable goods industries?... 2.2.0.0... 00. cceeeccecees 108 167 55 22 46 109 
Nondurable Goods Industries... 1.0.6.0... cc cece cuccccucccevees $,194 6,011 19 1,087 896 —18 
OAT The ere BOR ic wk a aw ai Gate £ <b Shodan pve eK EA 64 oes 240 259 8 68 60 —12 
fRextilewmlbnnod tctsrearuch acai erie c ok avis wate coh wes 180 184 2 35 21 —40 
Paperiand allied products ot rarc..2ssinas «als bitishestos eoac «veh ov « 424 401 — 5 120 49 —59 
Chemicals and allied products... .....6.0.ccccseecccecvcrses 868 1,553 19 358 317 —ll 
Petrolenin and Goal products. 3. . <4. -...chscscsskcarcesbeas 2,262 2,367 5 436 397 —9 
PU bem PrOgHets ned eee at Mets s bs ee Secs aetcio's ch Sich oro bees 191 192 1 61 40 —34 
Other nondurable goods industries*.................00cceees 31 58 87 9 13 44 


Based upon 471 respondents. Industry totals may not add up because of rounding 
1Including motor vehicles 


Source: Toe ConrerEnce Boagp 


2 Includes lumber products, furniture and fixtures, instruments, ordnance and miscellaneous manufactures 
* Includes apparel and related products, tobacco, leather and leather products, printing and publishing 


Toble 3: Outstanding Capital Appropriations for Respondent Companies, 
Fourth Quarter, 1955 and Fourth Quarter, 1956 


Millions of dollars 


PA LLEOS i TUR TIEG te Bolg toe Ghcals oe asks arin Salsp aa us ab oe 2. bieeys 


Durable aoods EMdusteiegle . oi. Fs «sks atts « ols Sete «cle Seas ais wares 6 
Primmpy ivomuad, steels. A, 2a. «sks Sess c ip Gls soe lds 6 clevecte 
(Provary nonferrous metals: Src. . totes o> che Pee oa ce Soe Cee ucews 
Electrical machinery and equipment...............200eeee0e: 
Machinery, except electrical P90. 02. 258.0. 5 oe oo TIE. oe eens 
PL TANS DONCARIOM CUIDINENE'S «cr sc fsls cco 0'afeis aie orm cl ernve clertle esse. e 
StoneAclay andi glass'productsi.!. .../. 88... -). FR. aoc Bie. eee 
Fa bricatedsunetal DPOducts & o00% oe len «ove o.0fo'o 2 ois Sipe ove eevee aves 
Other durable goods industries?..............-:e eee ee eee eeee 


Nondurable Goods Industries, Do... 5). Hale so o's bile vg en dale oo a wieicere 
oodkatid WeVeraged or. «cin tahe eis clo Hels. co sp, fh So 5 sete be bieveiers 
este nunmnrOdictse a.) Me. och des desk ey wes. tases + bata 
(Paper allen products; . sur. <1. SUS. ch fede csp cattle acne eb 
Chemicals anaraMieds PTOAUCES 60 oct s ons l eels nd picveee eon. visi 
Petroleum ane coal products ye. 2.2 Mh... Ade oc oe Mabon ss peinree 
RU DUEE PLOUNOLS ete tin aie vie ols cle sinie's cobs «sss sve snabinne s 
Other nondurable goods industries. ..............0-00ceeeees 


Based upon 471 respondents. Industry totals may not add up because of rounding 
1Including motor vehicles 


Numbers of Quarters of Commit- 
ments or Spending Represented 


4th Quarter 4th Quarter % Change by Outstanding Appropriations 
1955 1956 1956 over 1955 
4th Quarter 4th Quarter 
1955 1956 
5,889 7,019 20 3.2 2.8 
3,451 4,071 18 3.6 3.2 
1,532 1,653 8 5.0 4.1 
396 723 83 8.4 4.8 
898 628 58 $.2 3.5 
190 256 35 8.0 2.4 
460 839 —26 2.2 ‘1.38 
350 333 — 6 4.2 22 
74 66 —11 $3.2 1.1 
51 13 43 2.0 ia, 
2,388 2,948 23 2.7 2.4 
169 170 1 3.8 2.5 
112 118 1 2.7 2.5 
$31 $43 4 4.5 3.6 
134 1,249 70 4.2 4.1 
926 926 0 1.8 1.5 
109 128 17 2.7 2.5 
q 20 186 0.6 1.8 


Source: Tam ConreRENcr Boarp 


2 Includes lumber products, furniture and fixtures, instruments, ordnance and miscellaneous manufactures 
3 Includes apparel and related products, tobacco, leather and leather products, printing and publishing 


1955. This was true for all manufacturing, as well as for 
the durables and nondurables groups. In the fourth 
quarter of 1956, however, the backlog rate dropped be- 
low the levels of the previous year for all manufacturing, 
as well as for the two major subgroups. Furthermore, 
the decline in backlog rate from the third to the fourth 
quarter in 1956 was greater than the corresponding 
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decline in 1955. In particular, the backlog rate in non- 
durables rose from the third to the fourth quarter in 
1955, while the corresponding rate declined from the 
third to the fourth quarters of last year. 

Among the industries, only the nonferrous metals and 
electrical machinery groups reported a higher backlog 
rate at the end of 1956 than at the end of the previous 


Table 4: Capital Appropriations for Respondent Companies, 1955 and 1956, by Quarters 


Millions of dollars 


1955 1956 


First | S d| Third | Fourth | First | Second | Third | Fourth 
Gestion Gearter Quarter | Quarter | Quarter | Quarter | Quarter | Quarter 


All Manufacturin; 
oe epital appropriations outstanding at beginning of quarter..... 3,456 | 4,494 | 4,804 | 5,248 | 5,840 | 7,825 | 7,702 | 7,487 
Capital appropriations newly approved or authorized during quarter...... 2,351 | 1,945 | 2,029 | 2,527 | 3,295 | 2,552 | 1,892 | 2,161 
Approved capital appropriations committed or spent during quarter......... 1,239 | 1,566 | 1,531 | 1,838 | 1,745 | 2,093 | 2,013 | 2,479 
Approved capital appropriations canceled during quarter.........-..--+++-+ 68 77 61 105 66 88 95 154 
Approved capital appropriations outstanding at end of quarter.......... 4,500 | 4,803 | 5,232 | 5,839 | 7,824 | 7,704 | 7,481 | 7,019 
[Capital expenditures made during quarter..............+eeseeeeeeeeeee 1,053 | 1,865 | 1,873 | 1,755 | 1,419 | 1,912 | 1,959 | 2,494) 
Durable Goods Industries 7 
Approved capital appropriations outstanding at beginning of quarter..... 1,759 | 2,260 | 2,617 | 3,020 | 3,456 | 4,110 | 4,380 | 4,150 
Capital appropriations newly approved or authorized during quarter...... 1,021 | 1,053 | 1,184 | 1,440 | 1,548 | 1,343 732 | 1,264 
Approved capital appropriations committed or spent during quarter......... 503 681 692 961 875 | 1,044 913 | 1,275 
Approved capital appropriations canceled during quarter.............+++:: 15 20 25 57 27 31 46 63 
Approved capital appropriations outstanding at end of quarter.......... 2,263 | 2,618 | $3,035 | 3,451 | 4,104 | 4,878 | 4,147 | 4,071 
[Capital expenditures made during quarter..............cecscceeeeeeees 428 516 580 803 651 924 952 | 1,295) 
Primary iron and steel 
Approved capital appropriations outstanding at beginning of quarter. .... 652 954 | 1,154 | 1,209 | 1,532 | 1,755 | 1,715 | 1,587 
Capital appropriations newly approved or authorized during quarter...... 420 371 249 647 467 Q77 163 474 
Approved capital appropriations committed or spent during quarter......... 117 171 193 805 243 313 291 399 
Approved capital appropriations canceled during quarter...........-...--- * - 2 16 1 4 = 8 
Approved capital appropriations outstanding at end of quarter.......... 954 | 1,154 | 1,210 | 1,582 | 1,755 | 1,715 | 1,587 | 1,658 
[Capital expenditures made during quarter.................ceeeeeeeeees 104 153 163 239 188 284 262 455) 
Primary nonferrous metals 
Approved capital appropriations outstanding at beginning of quarter... .. 167 225 253 $82 396 532 886 829 
Capital appropriations newly approved or authorized during quarter...... 105 87 206 184 216 487 72 56 
Approved capital appropriations committed or spent during quarter......... 46 62 72 118 76 125 128 150 
Approved capital appropriations canceled during quarter. ............++.5- : 8 4 2 6 9 1 12 
Approved capital appropriations outstanding at end of quarter.......... 225 253 384 $96 531 885 828 723 
[Capital expenditures made during quarter..............00.ceeeceeeeeee 42 48 59 78 72 91 111 185) 
Electrical machinery and equipment 
Approved capital appropriations outstanding at beginning of quarter. .... 856 344 852 387 401 492 514 546 
Capital appropriations newly approved or authorized during quarter...... 91 105 125 156 187 168 158 286 
Approved capital appropriations committed or spent during quarter......... 93 90 83 125 93 188 120 181 
Approved capital appropriations canceled during quarter..............++-- 7 7 8 20 6 7 6 20 
Approved capital appropriations outstanding at end of quarter.......... 847 8352 386 898 492 514 546 628 
{Capital expenditures made during quarter............0...csceceeceeuee 79 77 82 120 69 116 131 172) 
Machinery, except electrical 
Approved capital appropriations outstanding at beginning of quarter... . 125 175 185 186 189 2389 224 217 
Capital appropriations newly approved or authorized during quarter...... 94 73 60 76 121 66 67 151 
Approved capital appropriations committed or spent during quarter......... 46 58 55 64 72 81 71 106 
Approved capital appropriations canceled during quarter................4. 1 2 u 8 8 2 2 9 
Approved capital appropriations outstanding at end of quarter.......... 178 188 189 190 237 222 217 256 
[Capital expenditures made during quarter................0ceceeeceeeee 44 51 49 67 60 76 67 95] 
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Table 4: Capital Appropriations for Respondent Companies, 1955 and 1956, by Quarters—continued 


Millions of dollars 


1955 1956 


First. | Second | Third | Fourth | First | Second | Third | Fourth 
Quarter | Quarter | Quarter | Quarter | Quarter | Quarter | Quarter Quarter 


| | J | | UU" 


Fabricated metal products 
Approved capital appropriations outstanding at beginning of quarter..... 28 44, 42 54 75 116 112 97 
Capital appropriations newly approved or authorized during quarter... ... 41 11 29 44 65 26 16 28 
Approved capital appropriations committed or spent during Quarter oe ww wees 19 18 ih 23 27 29 24 59 
Approved capital appropriations canceled during QUGTLOT oc Serie vsicfoNeteveFetere oss ~ 2 C 2 . a 6 2 
Approved capital appropriations outstanding at end of QUATLER soe: os renters 49 43 54 74 118 112 97 66 
[Capital expenditures made during quarter...........0...c0cccceesceucs 23 16 16 22 17 23 26 43] 
Other durable goods industries! 
pproved capital appropriations outstanding at beginning of quarter. .... 34 54 59 59 52 70 74 77 
Capital appropriations newly approved or authorized during quarter,..... 38 Q7 21 22 43 46 $2 46 
Approved capital appropriations committed or spent during quarter......... 19 24 20 26 25 42 26 $3 
Approved capital appropriations canceled during quarter. .........02.-00: 1 wl] » 3 1 1 1 4 
Approved capital appropriations outstanding at end of quarter.......... 54 58 58 51 70 74 77 73 
[Capital expenditures made during quarter...............0.ccececeeeees 16 22 21 26 Q1 25 28 43] 
Nondurable Goods Industries 
Approved capital appropriations outstanding at beginning of quarter... .. 1,697 | 2,284 | 2,187 | 2,298 | 2,384 | $,216 | 3,323 | $,387 
Capital appropriations newly approved or authorized during quarter...... 1,330 892 885 | 1,087 | 1,747 | 1,209 | 1,159 896 
Approved capital appropriations committed or spent during quarter......... 786 885 839 887 870 | 1,048 | 1,100 | 1,204 
Approved capital appropriations canceled during quarter. ..............00- 54 57 86 49 39 57 50 90 
Approved capital appropriations outstanding at end of quarter.......... 2,237 | 2,185 | 2,197 | 2,888 | 3,220 | 3,326 | 3,333 | 2,948 
[Capital expenditures made during quarter..................cccecceeees 625 849 792 952 768 988 | 1,008 | 1,199] 
Food and beverages ott 
Approved capital appropriations outstanding at beginning of quarter..... 151 161 140 149 177 201 210 180 
Capital appropriations newly approved or authorized during quarter...... 66 45 61 68 76 84 89 60 
Approved capital appropriations committed or spent during quarter......... 48 63 52 44 61 69 67 67 
Approved capital appropriations canceled during quarter. ..........000000% 2 8 1 4 2 2 4 $ 
Approved capital appropriations outstanding at end of quarter.......... 168 140 148 169 200 218 178 170 
[Capital expenditures made during quarter...............00cceeeeeeeees 47 52 51 49 45 64 712 75] 
Textile mill products 
BEN capiial appropriations outstanding at beginning of quarter..... 65 80 106 120 112 167 155 188 
Capital appropriations newly approved or authorized during quarter...... 52 54 89 35 94 86 83 21 
Approved capital appropriations committed or spent during quarter......... 25 80 35 $1 87 49 49 $6 
Approved capital appropriations canceled during quarter............++00+. 1g 1 1 1 2 2 1 1 
Approved capital appropriations outstanding at end of quarter.......... 79 102 109 112 167 152 138 118 
[Capital expenditures made during quarter................ cece eeeeeees 19 25 31 37 36 43 47 57] 
Paper and allied products Lie: 
nbeoned capital appropriations outstanding at beginning of quarter..... 146 182 187 286 $21 388 897 et 
Capital appropriations newly approved or authorized during quarter...... 81 78 145 120 154 7 121 a 
Approved capital appropriations hap oee or spent ee QUOTUET 5.5.5 soci _ ES : 4 4 68 rn 3 
Approved capital appropriations canceled during quarter. ...........++040+ 
Approved capital appropriations outstanding at end of quarter.......... 182 190} 269] 3831] 393} 898] 391 343 
[Capital expenditures made during quarter..............:ecceeeeeeeeees 42 52 56 itl 65 80 86 103] 
Chemicals and allied products ; ai 
Approved capital appropriations outstanding at beginning of quarter... .. 505 487 524 es i sep Sl oe 
Capital appropriations newly approved or authorized during quarter...... 132 187 191 ans 180 237 2655 807 
Approved capital appropriations committed or spent during quarter......... 1386 | 143] 166| 1 ; “ 1h 73 0 
Approved capital appropriations canceled during quarter. ......++++++++++: 18 7 ‘ a sto'd Liban eke iataas 
Approved capital appropriations outstanding at end of quarter.......... 483 523 55 , ’ , 
[Capital expenditures made during quarter............ PERE os own OHS 127} 1389] 189] 186} 171] 219} 226) 288] 
Petroleum and coal products ; eae, 
Approved capital appropriations outstanding at beginning of quarter..... 765 | 1,242 | 1,144 | 1,019 921 | 1,440 | 1,375 | 1,207 
Bo iati ized d te’ 952 478 396 436 | 1,025 536 409 397 
Capital appropriations newly approved or authoriz during quarter...... a bie 480 ee rey oe 
Approved capital appropriations ister or spent cor ba quarter. ......-. ve or oa ne pe vy ts a 
Approved capital appropriations canc uring quarter........6sseseeees 
psd cial appropriations outstanding at end of quarter.......... 1,242 | 1,144 | 1,016 926 | 1,441 | 1,878 | 1,206 926 
[Capital expenditures made during quarter..............-- +--+ +++ 363 | 5388] 478] 550| 415 | 529| 527 | 614] 
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Table 4: Capital Appropriations for Respondent Companies, 1955 and 1956, by Quarters—continued 


Millions of dollars 


1 nn en ee SC 


1955 1956 


First | Second | Third | Fourth | First | Second | Third | Fourth 
Goats: Quarter | Quarter | Quarter | Quarter | Quarter Quarter | Quarter 


Rubber products 


Approved capital appropriations outstanding at beginning of quarter 
Capital appropriations newly approved or authorized during quarter 


Approved capital appropriations committed or spent during quarter 


Approved capital appropriations canceled during quarter........... 
Approved capital appropriations outstanding at end of quarter... 


[Capital expenditures made during quarter...............+-.++5- 


Other nondurable goods industries? 


Approved capital appropriations outstanding at beginning of quarter 
Capital appropriations newly approved or authorized during quarter 


Approved capital appropriations committed or spent during quarter 


Approved capital appropriations canceled during quarter........... 
Approved capital appropriations outstanding at end of quarter... 


[Capital expenditures made during quarter.................--.-- 


Based upon 471 respondents. Industry totals may not add up because of rounding 


eee eee 


eee wee 


0y88 oo ekeLe 


see eee 


spore, 9 6 11 11 10 vi 16 18 18 
WO GOD 9 7 6 9 19 15 il 13 
s peeree 4 7 7 12 10 13 11 il 
il ch gtigt Soe a a a a a i a a 
Syoceyettes 11 11 10 7 16 18 18 20 
Riocsieiayens 4 7 tf 12 6 8 8 10] 


Source: Tus ConrerExce Boarp 


1 Includes lumber products, furniture and fixtures, instruments, ordnance and miscellaneous manufactures 
2 Includes apparel and related products, tobacco, leather and leather products, printing and publishing 


® Less than $500,000 


year (see chart). Other industries, such as stone, clay 
and glass, and fabricated metal products had a con- 
siderable decline in backlog rate over the same period. 


RISING CAPITAL GOODS PRICES 


In appraising the significance of capital appropria- 
tions in terms of physical or real expenditures over the 
period 1955-1956 and for the future, the trend for the 
past two years analyzed in this report should be placed 
in the context of rising capital goods prices. For example, 
the producers finished goods component of the Bureau 
of Labor Statistics’ wholesale price index increased over 
14% from January, 1955, to December, 1956. In par- 
ticular, this price index rose some 8% from the fourth 
quarter of 1955 to the fourth quarter of 1956. Thus 
capital appropriations in the fourth quarter of 1956 
were approved in a period when prices were higher than 
a year earlier. A similar adjustment has to be made for 
the backlog at the end of last year. 


SUMMARY 


The basic findings of this latest survey confirm the 
decline first evident in the previous, or third-quarter, 
report. These reports suggest that the contribution of 
the manufacturing sector to capital spending will remain 
relatively high. On the basis of the survey, there is no 
evidence of a sharp decline in manufacturing capital 
outlays in the latter part of this year. What does stand 
out is the evidence that capital outlays in manufactur- 
ing in 1957 will not again provide the explosive impact 
they did last year. 

It must be stressed, however, that the present survey 
covers only the manufacturing sector. Manufacturing 
outlays currently account for 43% of total investment 
by private industry in new plant and equipment. Other 
evidence, such as the McGraw-Hill preliminary survey 


of annual capital budgets, suggests that the nonmanu- 
facturing sector, particularly utilities and communica- 
tions, will continue to raise their capital outlays and 
hence provide an upward stimulus to the economy. 
What remains to be seen is whether the manufactur- 
ing sector will continue to approve capital appropria- 
tions at a high enough rate to support a continuation of 
a high level of capital outlays. The survey of the first 
quarter of 1957 will offer further clues to this basic issue. 


A NOTE ON COVERAGE 


The 519 companies that are represented in this report 
account for 70% of the assets held by the top 1,000 
manufacturing companies. This was about the same 
coverage as in the previous report. However, since the 
same companies are not included in both reports, there 
are some minor differences. Increases in coverage for the 
petroleum and electrical machinery groups are offset by 
slight declines in other industries. 

Table 1, which presented the estimates for the top 
1,000 companies, is based upon identical 519 company 
reports for all four quarters. Likewise, in tables 2, 3, and 
4, which showed the reported data for 1955 and 1956, 
the identical 471 companies furnished information for 
all eight quarters. The asset coverage of these 471 com- 
panies is 67%, a slight increase over the previous report. 

The survey coverage is better in the larger than in the 
smaller companies of the 1,000-company universe. 
Respondents with assets of over $100 million accounted 
for 75% of the assets of this size group in the top 1,000 
companies, as compared withthe over-all coverage of 70%. 

Coverage is about the same in the durables and 
nondurables groups. 

Morris CoHEN 
Martin R. GAINSBRUGH 
Office of the Chief Economist 
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Pension Growth 
Documented 


In response to frequent queries from Associates con- 
cerning private pension growth, this note summarizes 
available statistics and lists references in which the 
reader may find more detail. 

Estimates for the total number of private pension 
plans and total number of persons covered have been 
prepared by the Division of the Actuary, Social Security 
Administration, for select years from 1930 on. The 
Institute of Life Insurance has published similar data 
for recent years on pension plans that are insured 


Table 1: Estimated Coverage under Private Retirement Plans 


End of Year N ee of Mabe Poe 
RS SS << ee a 720 2.4 
NOS Be Mee Noe oxic 5 ORE eee 1,090 2.6 
LES. a i ean 1,965 Suv 
LO Ae Se ore 7,425 5.6 
PET ok. 3 ie aR ate Re ie 12,330 8.6 
AEE Sar ee eee 11,250 2:7. 
SULTS Tai] by on Dre ee a 1,080 6.9 
RODD eT re eco 2 se ssss clo cars 23,000 13.3 
Gos Le <a 18,980 4.1 
Self-insured= "4 i428. 000%... 4,020 9.2 


1 Excludes “pay-as-you-go” plans 
?Includes persons covered under 
annuitants 


Sources: Division of the Actuary, Social Security Administration; Institute of 
Life Insurance 


“pay-as-you-go” plans; for 1955, excludes 


Table 2: Assets in Private Pension Funds 
Millions of Dollars 


Self-Insured 
Funds 


Insured 
Reserves 


Total 
Assets 


MOAD Tiare aresters ole voted 1s hers 8,975 4,675 4,300 
TODO, Tore soto 5 pia et sieves’ ape 10,873 5,450 5,423 
BG ras 5 ayasonose 2 0.515 ofe ow oho 13,276 6,400 6,876 
Es pes eee eters arenes: erate a 16,005 7,500 8,505 
OSS 3. pepe te acc. ctehe 18,847 8,625 10,222 
RO BAe octet sos.e. ainsi crstncs cee teeretcts 21,953 9,800 12,153 
LOGO 3 tore ase stato aie Biecete > 25,305 11,075 14,230 


This table covers all public and private pension plans si funds of the followin 
groups for which adequate total figures are not available: religious, educational, an 
nonprofit organizations, unincorporated business other than insured Jans, and funds 
operated by unions on a nationwide basis. Deferred profit-sharing plans are included 
if they provide annuities at retirement. 


Sources: Securities and Exchange Commission; Institute of Life Insurance 


through commercial insurance companies. These two 
sets of figures are shown in table 1, as well as estimates 
of coverage under self-insured plans which were com- 
puted by subtracting insured coverage from total 
coverage. It is not unlikely that continued expansion 
last year brought the total number of persons covered 
to over 14 million by the end of 1956. 

Fairly comprehensive estimates of the amount of 


MARCH, 1957 


129 


assets accumulated by private pension funds in the 
years 1949-1955 are available by combining data 
from the Securities and Exchange Commission and the 
Institute of Life Insurance. These are shown in table 2. 
On the basis of trends over this period, it may be 
“guesstimated” that total assets in private pension 
funds approximated $29 billion at the end of 1956 
($1214 billion in insured reserves, $1614 billion in self- 
insured funds). As the note to the table points out, these 
data exclude certain funds for which adequate total 
figures are not available. 


Contributions and Benefits 


Developments during the past few years suggest that 
in 1956 combined employer and employee contributions 


Table 3: Self-Insured Corporate Pension Funds 
Millions of Dollars 


Item 1955 1954 1953 1952 1951 
Contributions......... 2,025 1,839 1,857 | 1,545 | 1,886 
Employer........... 1,803 1,648 1,681 | 1,392 | 1,257 
Employee........... 229 191 176 | 153 | 129 
Interest and dividends. . 559 409 313 247 189 
Benefits paid out....... 447 357 314 263 220 
Expenses i yiiccos eect 14 8 8 7 5 
Net receipts........... 2,122 1,883 | 1,848 | 1,522 | 1,350 


Note: When the Securities and Exchange Commission published 1955 pension- 
fund data, it also presented the revised figures shown here for the years 1951 through 
1954. This table, therefore, supersedes the similar table contained in “Income and 
Resoerons of Older People,” Tum ConrerENcE Boarp’s Studies in Business Economics, 

o. 52, p. 59 


* Includes $463 million interest and dividends, $84 million net profit on sale of 
assets, and $12 million other income. Except for interest and dividends, comparable 
figures for earlier years are not available 


Source: Securities and Exchange Commission 


to private pension plans were about $3.8 billion, while 
private pension benefits totaled about $800 million— 
$900 million. These rough estimates are given to round 
out the current private pension picture. Actually, official 
sources present a breakdown of financial operating sta- 
tistics only for the self-insured funds. (See table 3) 


SUGGESTED REFERENCES 


Securities and Exchange Commission: 
“Survey of Corporate Pension Funds, 1951—-54,”” October 1, 1956, 
50 pages. U. S. Government Printing Office, Washington 25, D. C., 
80 cents. 
“Corporate Pension Funds, 1955,” Statistical Series Release 
No. 1426, December 31, 1956. 


Institute of Life Insurance: 


The Tally of Life Insurance Statistics, issues of May, 1956, and 
December, 1956. 


Social Security Administration: 
“Private Employee-Benefit Plans Today,” by Joseph Zisman, 
Social Security Bulletin, January, 1957, pp. 8-21. 
Senate Committee on Labor and Public Welfare: 
Final Report on “Welfare and Pension Plans Investigation” 
Submitted by Subcommittee on Welfare and Pension Funds 
(Senate Report 1734, 84th Cong. 2d sess, 1956) 


The Conference Board: 

“Income and Resources of Older People,” Studies in Business 
Economics, Number 52, chapter on private pension plans, pp. 58-63 
Road Maps of Industry, Number 1105, Corporate Self-Insured 

Pension Funds, Distribution of Assets, 1951-1955. March 1, 1957. 
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Work Time Required To Buy a Meal Serving Four Persons: Comparisons for Nine Countries 


SG 


SSL, wo "°F 


SNS 


q d A 4 d Ge . 
CANADA DENMARK WK. GERMANY*® BELGIUM AUSTRIA 


* Federal Republic 
Sources: International Labor Office; United Nations; The Conference Board 


Work Time Required To Buy Selected Food Items in Twelve Countries in October, 1955 
BEEF FLOUR MILK SUGAR CIGARETTES 
(20) 


(250 GRAMS) (C/ KILOGRAM) (LITER) (500 GRAMS) 


AUSTRIA ae 
Ber eie @ PHILIPPINES 
Ce a SON edt aie Ret SPE Lest 


See U.K, GERMANY 
siete Son ITALY ; pa ‘ 


belle 4 ae q BELGIUM oe =] q AUSTRIA 
| a ITALY eo Ae 
3 DENMARK b ae AUSTRIA AUSTRIA 
O— CANADA dE ee — — eae bee — FRANCE , Rae 
: pd @ BELG/UM ee 
, ee M MEXICO & Eas @ BEL CIUM CANADA 


Rey @ GERMANY am | BELGIUM _99 
PHILIPPINES 


—— Res 
SSIS atetateies Naceresetenssy 


4S/RLOIN 


Germany: 
Sources: | 


Federal Republic 
nternational Labor Office; United Nations; The Conference Board 
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WHAT WAGES BUY HERE AND ABROAD 


HE hourly earnings of an industrial worker in 

the United States in October, 1955, averaged 

$1.91. When this figure is compared with earnings 
in other countries, the American worker appears to be 
very well off indeed. The conversion of foreign hourly 
earnings into United States currency shows that an 
American worker received almost ten times as much as 
a worker in Japan, about 6.5 times as much as an Italian 
and approximately 1.3 times as much as his Canadian 
counterpart (see table 1). 

But is this advantage a real one? In other words, does 
one hour’s work in the United States also buy ten times 
as much as an hour’s work in Japan, or does the Ameri- 
can worker’s fortunate situation exist purely in mone- 
tary terms only to disappear when prices are taken into 
account? Judging from the evidence at hand, even when 
prices are considered, the wage earner in the United 
States does retain his favorable position. 


WORK TIME REQUIRED FOR FOOD ITEMS 


In order to provide a meaningful measure of com- 
parative purchasing power in twelve countries, prices 
have been translated into minutes of labor needed to 
obtain a set quantity of twenty-one items. Because of 
the difficulties indicated in the box on page 134, this com- 
parison is restricted to seventeen foods and four other 
consumer items. 

The countries chosen include a fairly comprehensive 
cross section of Europe, two Eastern countries, Canada 
and'Mexico. The figures for the U.S.S.R. are not strictly 
comparable with those of the other countries. They are 
included only to provide a rough indication of the rela- 
tive position of the Russian worker. 

The number of minutes required to obtain the 
twenty-one items in the United States as compared 
with those needed in the other countries sharply out- 
lines the advantageous position of the American worker. 
Nineteen of the items could be obtained by American 
workers with less work time than required by workers 
in the other countries. Of the other two items, fresh fish 
could be obtained with less work time only in Denmark. 
And electricity could be purchased for less work only in 
Canada and Denmark. Of the twelve countries selected, 
earnings in these two last named seem to provide a pur- 
chasing power most nearly approximating that of the 
United States. 

The purchasing power of earnings appears lowest in 
Japan and Mexico, but this difference is to some extent 
exaggerated because many of the items used in the com- 
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parison are luxury goods not usually bought by the 
working population in those countries. Thus a kilogram 
of butter costs the equivalent of 598 minutes of labor in 
Japan, which is about 200 minutes more than in any of 
the other countries. On the other hand, a kilogram of 
tea in Japan, where consumption of this item is high, 
costs only 155 minutes, which is considerably less than 
in most countries. 

Of the European countries included in the study, 
workers in France and Italy generally occupy the least 
favorable position. Family allowances (supplementary 
payments for dependents), however, especially in France 
are an important factor, and when taken into account 
might somewhat alter the relative position of the 
French worker. 

A chart on page 130 demonstrates the intercountry 
differences for five items that are commonly bought in 
all twelve countries. In each case the American had to 
expend the least energy. Except for beef and cigarettes, 
these items could be obtained by Canadians for only a 
slightly larger work time. The Americans have, however, 
a considerably greater edge over the other countries. 
The Japanese and Italians had to work more than ten 


Table 1: Average Hourly Earnings in Manufacturing 
Industries, October, 1955! 


In National In U.S. As % of 
Currency Cents? U. S. Earnings 

Norta AMERICA: 

United States....... 191.0 cents 191.0 1.00 

Canada... os cet 144.8 cents 150.7 .79 

Mexito cvesucanousts #evets 2.88 pesos 23.1 12 
Evrorer 

AUS UID See o5-4.<sscree 5) 8.007 schillings 30.9 16 

Belgiim)ee, os oc ea. 26.06 francs 52.0 27 

Denmark - 27-02. ae. 451. re 65.4 34 

Brance.cs os cece hee 145.4 francs 41.5 22 

Germany (Federal 

Republic) ........ 1.84 marks 43.8 23 

Wtaliy..c oe eectae caccteaes 187. lire 29.0 15 

United Kingdom..... 48.0 pence 55.7 29 
East: 

JEPEN se css ce ee 75.1 yens 20.9 ll 

Philippines......... .965 pesos 47.9 25 


1§ tes to table 2 
2 igang te “thecembina 1956, New York bank rate; source Federal Reserve 


Bulletin 
Sources: International Labor Office; United Nations; Tam ConFERENCE Boarp 


times as long as the Americans to obtain an equivalent 
amount of beef. The French, the Austrians, the Fili- 
pinos and the Belgians had to work from eight to nine 
times as long, while the Germans, British and Danes 
had to work from three to five times as long. 

A kilogram of flour required from 93 minutes in the 


Table 2: Minutes of Work Required To Buy Selected Food and Shelter Items in 13 Countries 
in October, 1955 


Europe 


we Bo i 
i Belgi D k F Germany Italy —— 
vies 8 Abies Copeshanen 4 Cities Fed. Rep. | 8 Large Cities — 

Meats and fish: 

Beek sirloin cyoccee 6. sys cverals sievesevelslaens Kg. 286 253 96 309 156 329 145 

IRork on ichopS aires eieyeleseieihete sie Kg. 233 191 108 211 172 $50 139 

Fresh fish, misc. types............. Kg. 158 130 26 83 57 278 62 
Cereals: 

Bread, white, wheat............... Kg. 43 17 20 Q7 30 44 12 

Plourswheats see ccte. eee eee eee Kg. 32 35 14 43 25 42 18 

Ricclebtes vahiseeiars M2. ders Set Kg. 56 41 31 70 33 51 a 
Dairy products and eggs: 

LOLS GRU Th rai he ee re in i Kg. 257 216 105 332 225 403 127 

Milk, pasteurized.................. liter 25 16 8 18 18 29 15 

pps iresh ayarsy ic a acicutge ste sistas u 10 8 5 11 8 13 tf 
Fresh fruits and vegetables: 

Apples, eating’: lijaiicstowsie cane iven Kg. 23 24 23 42 84 41 36 

Cabbage, green or red.............. Kg. 12 9 6 16 9 13 

OnionsBewertnc ses Send rose ee ce Kg. 18 12 19 24 18 17 15 

Bota toestierrotrn + i cictesu cited wectat Kg 8 5 7 7 6 13 9 
Other foods: 

Coffee, pure; roasted............... 500 g. 304 147 124 194 340 298 

Lea N ee eiaart. « sibs ios deme o8 500 g. $95 308 194 586 518 468 1138 

Sugar, white, granulated........... Kg. 45 Q7 13 42 44 83 22 

iMargarinemse oe. sete casters Kg 106 55 40 129 65 56 
Miscellaneous: 

Cigarettesten cas = cases. bes sees 20 35 21 45 833 54 51 54 

Coal, household, misc. types........ 50 Kg. 378 234 127 348 115 738 96 

Electricity, lighting................ Kwh 1 11 7 14 2 

Gas cooking: pebeves. kates Sitenrnneds ‘50 cu. m. 827 375 239 632 423 571 220 

Norta AMERICA 
United States Canada Mexico Japan Philippines USS.E. 
46 Large Cities 83 Cities Mexico City 5 Cities Manila 

Meats and fish: 

ibeelesirloin ere en eer oe tee ' 188 350 261 ae 

Pork fom chops: 0s. .0.....0 eho + ar ! 260 878 137 369 

Fresh fish, misc. types............. ; 191 95 140 9 
Cereals: 

Bread, white, wheat ............... i 52 51 

Eloursewheat..trier cscts onc ceaeer ee 5 93 = 

Rice eee ee reek fois bine rnee os ; ‘ Q7 ne 
Dairy products and eggs: 

Butter oct Bhs ele. ERE oes : 462 

Milk, pasteurized.................. i Al 

Mera mireshien fe arte cn os oe eer: 12 
Fresh fruits and vegetables: 

Apples; eating Woe: 2.8 csuehe adh 

Cabbage, green or red.............. eS 

Onionse xr. Meee he RS . 

Potatoes ..h <8 Fees cv eeede ae: ¥ 
Other foods: 

Coffee, pure; roasted............... 

FLOOR Pict oso ts tvs of she 

Sugar, white, granulated 

Miargorinie es nce aeen i c ta ae ee 
Miscellaneous: 

Cigarelteset 7. oAtk. ofc e sas kee: 

Coal, household, misc. types ‘ 


ee rd 


Sources: International Labor Office; United Nations; Taz ConrerEncre Boarp 
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Philippines to 14 minutes in Denmark as compared 
with 7 minutes in Canada and the United States. A 
liter of milk, which cost the equivalent of 7 minutes in 
the United States and 8 minutes in Canada and Den- 
mark, required 59 minutes in Japan, 29 minutes in Italy, 
and 13 minutes in Germany. In the United States sugar 
could be obtained for a sixteenth the time required in 
Japan, one tenth the time required in Italy, and one 
half the time required in Denmark. Most European 
workers had to work at least three times, and in some 
countries as much as seven times, as long for cigarettes 
as American workers. 


TO BUY A MEAL 


In order to view these differences from another van- 
tage point, some of the foods have been combined into a 
meal. Since eating and spending habits vary widely 
between countries, the meal might seem slim to many 
Americans and perhaps substantial to most European 
workers. Because food prices relate to larger amounts 
than required for a single serving, the meal has been 
based on four servings. Each contains 1,050 calories, an 
amount well within the standard limits set by the 
United States Department of Agriculture. A serving 
consists of: 


150 gr. beef (sirloin) or | approx. 2 slices 


150 gr. potatoes or | approx. 1 medium 314” 
long, 234” thick 
200 gr. cabbage or | approx. 1 cup 
50 gr. white bread or | approx. 2 slices 
10 gr. butter or | approx. 1 square, 
xt" x" 
.25 liter milk or | approx. 1 glass 
150 gr. apple or | approx. 1 medium apple 


A chart on page 130 shows the work time required to 
obtain this meal in the United States, Canada, and the 
European countries. Japan, Mexico and the Philippines 
were omitted since this type of meal diverges too greatly 
from the eating habits of these countries for meaningful 
comparison. 

To buy this meal, the American worker again had to 
expend the least energy. He spent one seventh of the 
time required by the Italian worker, one half the time of 
the Dane and three fifths the time of the Canadian. 
Table 3, column 1, lists the proportion of the meal that 
could be bought in each country with an investment of 
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44 minutes of working time, the time the American 
worker put in to buy the entire meal. 

These comparisons are most easily made by means of 
a “meal purchasing power index,” in which the work 
time needed to buy the meal in the United States is 100. 
Another comparison is provided by simple conversion of 
the monetary cost of the meal into United States cur- 
rency. Under this method, buyers in five of the nine 
countries would appear to obtain it at a lower cost than 
the American shopper. This advantage of the foreign 
consumer, however, is illusory, since it would only bene- 
fit a shopper using American dollars. In fact, foreign ex- 
change rates do not generally mirror domestic purchas- 
ing power. Table 3, column 3, shows the monetary cost 
of the meal expressed in United States cents. The prices 
range from a low of 105.5 cents in Denmark to a high of 
182.7 cents in France. The rank of the countries in this 
table shows a marked difference from that of the work 
time required (column 4). A good part of this discrep- 
ancy is explained by the differences in the ratio of earn- 
ings to prices. In column 2 of this table, the hourly 
earnings are converted into United States currency and 
expressed as an index with the United States figure as 
100. 

While Canada ranks second to the United States in 
both work-time requirements and earnings, the price of 


Table 3: Relative “Meal Purchasing Power” of Earnings 


Worktime 
Required to 
44 Minutes’| Earnings! Meal in |Obtain Meal 
Work (U. ay 100)| U. oe imeaaten) 

2 


United States.......... 100 100 138.4 44 
Canna siren at 63 79 174.0 69 
Denmark? 2408. ¢aeein 45 34 105.5 97 
United Kingdom....... 30 29 136.0 146 
Germany (Federal 

Republic)! sae sharers 28 23 112.4 |} 154 
Belgium), 43. cam cacne: 21 a 177.0 204 
Austrian eats sons he 18 16 125.0 244 
Brance ea vak. eee ees 17 99 182.7 264 
Dtaly 3h 3290s. 28. Ie, 15? 15 137.0? 2842 


1 After conversion of average hourly earnings into U. S. currency by official New 
York bank rates 
2 Excluding apples 


Sources: International Labor Office; United Nations; Taz Conrerencr Boarp 


the meal is higher in Canada than in the United States. 
Hence, while Canadian earnings are 79% of United 
States hourly earnings, the Canadian workers’ buying 
power for the meal is only 63% of the Americans’ buying 


nn eee eaEEEEaEEIEEIE SUSIE nIEEESESSESENSSSSnSSE SEES? 


U. S.: Gas and electricity data are weighted average of five large cities. Wage data exclude 
payments in kind and certain cash payments 


Canada: Gas and electricity data are weighted average of four large cities. Wage data 
exclude payments in kind and special bonuses 


Austria: Prices generally are the midpoint of a range. Electricity rates exclude fixed service 
charge. Wage-data source: Oesterreichisches Institut fUr Wirtschaftforschung 
Belgium: Prices are the weighted average of data for three large cities 


Denmark: Electricity rates exclude fixed service charge. Wage data also cover some 

J salaried employees and workers in construction, transport, commerce and services; 
they exclude certain cash payments 

France: Prices are the weighted average of data for four large cities. Tea prices are for 
Paris only; sugar: lump sugar. Wage data based on set rates 
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Germany: Electricity rates based on consumption for a two-room apartment with kitchen; 
gas rates exclude fixed service charge. Wage data include certain allowances and also 
cover workers in construction and quarrying 

United Kingdom: Prices are the mean of average london prices and unweighted average 
of prices in Birmingham, Bristol, Glasgow, Leeds, Manchester, and Newcastle-on-Tyne 

Japan: Prices are the weighted average of data for five large cities. Tea prices are for 
green tea. Electricity rates are estimated on quantity consumed in 1951. Gas rates are 
basic rates. Wage data include certain allowances and also cover salaried employees 

Philippines: Electricity rates based on average price for first 100 kw.h consumed. Wage data 
are based on set rates and cover males only; they cover also workers in construction 
commerce and transport 

U.S.S.R.: Source "Statistical Handbook of the U.S.S.R.," The Conference Board. Data are 
fragmentary and not strictly comparable with those used for the other countries 
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On Crossing Boundaries 


Precision in the measurement of the relative buying power 
of earnings in various countries is exceedingly difficult 
to achieve, both because of theoretical considerations and 
the sparseness of comparable data. 

Differences in cultural patterns and national living 
habits render international comparisons precarious. Items 
basic to the standard of living in one nation may occupy 
an unimportant position in the purchasing pattern of 
another. Accordingly, there has been no attempt here to 
equate general levels of living between nations. Instead, 
comparisons have been restricted to the cost of a limited 
number of goods expressed in terms of the work time re- 
quired for their purchase. 

It is recagnized that even this limited comparison is 
subject to a number of pitfalls. Wage data are not strictly 
comparable owing to varying fringe benefits and modes of 
payment. Some of the commodities chosen, while central 
to the buying habits in some nations, occupy a less im- 
portant position in others. Yet with all these limitations, 
some interesting insights may be gleaned from the 
measurement of international living standards in terms 
of the workers’ ability to purchase a given quantity of 
commodities as a result of an hour’s work. 


power. On the other hand, in Denmark, the United 
Kingdom, Germany and Austria, the actual buying 
power situation is higher than the wage levels alone 
would indicate. Italy remains at the bottom of the list, 
both in terms of purchasing power for these items and in 
earnings. Workers in Belgium and France, both high- 
price countries where food is concerned, are in a less 
favorable situation than their wages would indicate. 


CHANGES IN PURCHASING POWER 


In the years immediately preceding October, 1955, 
the American worker had made a gain of about 10% in 
food purchasing power. Only France and the Philippines 


The wage data used in the present comparison gen- 
erally relate to wage earners in manufacturing industries 
and normally include bonuses, cost of living allowances, 
social insurance contributions payable by the employee 
and payments in kind. 

The data that are reported are for earnings before 
tax deductions, and they generally exclude social in- 
surance contributions payable by the employer, family 
allowances and other social security benefits. In addition, 
there are differences in the groups of persons covered, (for 
instance, in some cases only the earnings of adult males 
are included) and in the methods of compilation. For 
further detail see the notes to table 2. 

In comparing price data difficulties arise principally 
because of quality differences between the items priced. 
Since this comparison is primarily concerned with food 
items, these discrepancies are far less significant than 
those which would arise if such items as clothing or 
furniture were to be included in the comparison. Further- 
more, in assembling the price and wage data, the Inter- 
national Labor Office has sought to reduce the differences 
to a minimum in order to provide data of optimal inter- 
national comparability. 


made greater gains. In each case, average earnings had 
risen considerably more than food costs, adding 17% 
and 10% respectively to food purchasing power. In the 
same period (1953 to October, 1955), the Japanese 
worker had his food purchasing power cut by 8%. 

By the middle of 1956, the relative advantage of the 
American worker had decreased slightly, since food 
purchasing power rose somewhat more in Canada, 
Austria, France, the United Kingdom and Japan. The 
relative position of the other countries, however, re- 
mained about the same. 

HEtEn B. Junz 
Division of Consumer Economics 
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Latin America: Development Programming and United 
Investments—Contains four papers read and discussed at 
the November, 1955, meeting of the Northeastern Council 
for Latin American and Inter-American Studies. University 
of Pennsylvania Press, Philadelphia, 1956, 70 pages. $2.50. 


Business Action in a Changing World—A selection of read- 
ings to aid and guide the business manager in his job. Edited 
by Henry C. Thole and Charles C. Gibbons. Public Adminis- 
tration Service, Chicago, 1956, 319 pages. $5.00. 


Social Security—Fact and Fancy—The author has amassed 
some actual and hypothetical case histories to illustrate 
the inequities in our federal old-age and survivors’ insurance 
law. His “plan to restore a sound system of social security” 


would preserve the rights of present pensioners, but for 
persons retiring in the future it would establish a system of 
compulsory purchase of government annuities by channel- 
ing 8% of a worker’s earnings into social security bonds. 
By Dillard Stokes. Henry Regnery Company, Chicago, 1956, 
208 pages. $4.00. 


Insurance and Economic Theory—The first part of this 


scholarly book on the new field of insurance economics ex- 
plores the problem of defining insurance, while the second 
part explores the significance and place of insurance in 
economic theory. By Irving Pfeffer. Published for the S. S. 
Huebner Foundation for Insurance Education, University of 
Pennsylvania by Richard D. Irwin, Inc., Homewood, I. llinois, 
1956, 213 pages. $4.00. 
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The American Boom in Canada 


By T. W. Kent 


ANADA is booming. This is a new economic fact, 

a fact of the past twelve months or so, and as such 

3 rarely appreciated yet either in Canada or out- 
side. 

Surely there is nothing new, many people will say, in 
the Canadian boom? It is true, certainly, that Canada 
has been enjoying sustained prosperity, and making re- 
markable economic growth, ever since the early years of 
the last war. But it is only since the tiny recession of 
1954 was followed by an amazingly sharp recovery that 
a real boom psychology has taken hold. 

Canadians have been shy, and properly so, about 
using the word “boom.”’ Every year from 1948 on, 
Canada has devoted to investment more than a fifth of 
its gross national product. But in the attitudes of 
Canadian business, of government and people, there has 
been nothing of that speculative frenzy which comes 
sooner or later to an abrupt and dismal end. 

When the 1954 recession proved barely a recession at 
all, those who had expected something worse were sur- 
prised and half-disappointed. But they re-packed their 
mental bags in a hurry. It was as far back as the nine- 
teen hundreds that Sir Wilfrid Laurier, then Prime 
Minister, said that the twentieth century belongs to 
Canada. Now the man at the corner drugstore is begin- 
ning to believe it. 


INVESTMENT SOARING 


The primary figures to illustrate what has happened 
are those of investment. In the year of comparative re- 
cession—1954—total public and private investment in 
Canada was $5.6 billion (23% of the gross national 
product). In 1955 it rose to $6.2 billion (23% of 1955’s 
increased GNP). The Canadian Government’s survey 
of investment intentions, private and public, revealed 
' for 1956 a staggering total of $8 billion of intended in- 
vestment—a dramatic 28% of the annual rate at which 
GNP was running in the early months of the year. This 
was clearly beyond the physical capacity of the econ- 
omy, despite a sustained rise in productivity and fast- 
growing labor force, and even despite a sharp rise in 
Canada’s import deficit. 

Actual realized investment in 1956 will probably 
prove to be about $7.5 billion, and has been accom- 
panied by an appreciable price rise in the investment 
section (probably about 5%). In physical terms, there- 
fore, the short-fall of investment below the intentions is 
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probably about 10%. But neither enforced delays nor 
higher construction costs nor higher interest rates have 
deterred most of the intending investors, whether 
private concerns or public bodies. Although no official 
figures are available at the time of writing, the pre- 
liminary indications are that investment intentions for 
1957 exceed, and may appreciably exceed, the $8 billion 
that was planned for 1956. 

There are many other overt signs of the new boom 
psychology. Four years of remarkable price stability, 
during which increases in wage rates were generally 
absorbed through increased productivity, came to an 
end last summer. Cost increases are now being passed 
on to the consumer over a wide range of products. The 
consumer price index has risen by 3% in five months, 
and further cost increases are at present in process of 
working themselves through to the final product. In- 
flationary pressures are equally clearly reflected in the 
employment situation. 

It must be stressed that Canadian labor statistics 
cannot be directly compared with those of the United 
Kingdom. Many more occupations in Canada are 
seasonal; there is an appreciable minority of workers 
making high earnings for part of the year who do not 
choose to take regular jobs in the other season. Canada 
thus has much more movement of workers in and out 
of the active labor force. 

People also change jobs more readily. But, because of 
the great distances involved, local pockets of under- 
employment can survive for some time despite labor 
shortages in other areas. 

For such reasons as these, any given level of effective 
demand, in relation to available resources, may be com- 
patible with a higher percentage of unemployment than 
would be the case in the more homogeneous economy of 
the United Kingdom. It is therefore the more significant 
that during the summer months of 1956 the percentage 


Mr. Kent is editor-in-chief of the ‘Winnipeg Free 
Press,"" one of Canada's leading newspapers. He was 
formerly assistant editor of “The Economist,” and before 
that was editorial writer on economic affairs on the 
“Manchester Guardian.” This article was printed in the 
January, 1957, issue of “Lloyds Bank Review,” published 
by Lloyds Bank Limited, 71 Lombard Street, London, S.C.3. 


Canada’s Growth 


Ae ; rae of Investment 
ross 
Product National Investment ested 
(money value) P Feoduet National 
real terms 
$000 m. | 1949=100 | $'000 m. Pradect 
TOGO Meets e:: 18.20 106.3 3.82 21.0 
LOS Le eiescve ere Q1.47 112.5 4.58 21.3 
9G SAS coca seas 23.26 120.1 5.29 9257, 
BGS eer aia ci seers! 24.47 124.7 5.84 23.9 
NOOBS Se tesciers ous ea 24.32 121.7 5.62 93.1 
ODOM E cries nee 26.77 182.3 6.23 23.3 
UOSGoe taercectes ie 29.7 141.0 7.5 25.0 


of the labor force out of jobs fell to as little as 1.7%. 

The sharpest of all the indications of inflationary 
pressure is, however, the size of Canada’s import deficit. 
The balance of payments figures for 1953, 1954 and 1955 
showed deficits on current account of $443 million, $431 
million, and $692 million respectively. During 1956 the 
deficit has certainly exceeded $1 billion, and may have 
been considerably higher. 

These symptoms of inflation have not appeared in an 
economy that is in any way careless of its finances. On 
the contrary, the Bank of Canada has pursued—over 
vigorous political and business protests—a tight money 
policy since the summer of 1955. And the government is 
operating with a considerable budgetary surplus. The 
boom has taken hold despite orthodox government 
measures to prevent inflation. 


WILL IT GO ON? 


The obvious question posed by such a boom is, never- 
theless, how long will it last? Perhaps, indeed, the ques- 
tion should be more dramatic. Canada’s boom is based 
in considerable part on primary production. And the 
experience of primary producers always has been that 
periods of expansion and prosperity are followed by 
slumps, often severe. How soon will Canada slump? 
That should, in all the logic of past experience, be a 
serious question. The measure of Canadian confidence 
is that nowadays hardly anyone entertains it as a 
serious question. 

This, no doubt, is boom psychology. Yet it cannot be 
dismissed as an unthinking optimism, a foolish indiffer- 
ence to experience. Canadians have not come easily to 
their confidence. They have come to it at all, in fact, 
only at second hand, by the force of example. The real 
instigators of Canada’s boom psychology are the Ameri- 
can companies and investors who since the war have 
been demonstrating their faith in Canada’s economic 
expansion in the most practical way, by pouring their 
capital—including great quantities of risk capital— 
across the border. 

A more common attitude among Canadians is this: 
they are caught in the boom psychology to the extent of 
being determined to get projects done despite high in- 
terest rates, delays and rising costs. But often their 
chief motive is the conviction that they must have new 
equipment and new buildings to keep pace with the ex- 
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pansion that has already happened. They are saving 
themselves from being left behind. This is, of course, 
particularly true in the public sector—road building, 
hospitals and so on—but it also applies to the motives 
for much business investment. It is, also, one of the 
reasons for believing in the solidity of the boom. If there 
are any speculative excesses in Canada today, if any 
substantial volume of investment is being misdirected, 
the chances are that the capital concerned is mostly 
American rather than Canadian. 

This is not to say that there is no nervousness at all. 
There is some. But it is directly attributable to the in- 
creasingly tight money policy of the Bank of Canada. 
What the authorities think necessary to prevent the 
boom getting out of hand is regarded by some business- 
men as inviting a recession. That creates enough un- 
certainty to make one pause in writing an article like 
this, which will be read some weeks later. Nevertheless 
it must be firmly said, as a sober report on the state of 
Canada in 1956, that the conviction of continuing pros- 
perity runs strong. Hardly anyone has been taking it as 
a basis of reckoning that the boom will be broken, by 
anything more than a slight and temporary recession, in 
the foreseeable future. 

The fear that is more common—or, to be precise, less 
rare—among thoughtful Canadians is exactly the op- 
posite. It is a fear that the boom is going too fast. They 
do not mean, primarily at least, too fast in an economic 
sense; they are not thinking of a bubble that may be in- 
flated to bursting point. The fear is that the Canadian 
economy is growing so fast as to endanger not the eco- 
nomic expansion but the political stability of Canada. 
Few people, of course, put the question in this blunt, and 
therefore dramatic, way. It is generally implicit rather 
than recognized and admitted in explicit terms. But the 
issue is not on that account any less real. 


HISTORICAL BACKGROUND 


It cannot be understood without looking back at 
Canadian history. The outside world’s interest in 
Canada is, very naturally, a recent growth. Until the 
last war, Canada was described with very little exagger- 
ation as “the unknown country.”’ The Canada that has 
attracted so much postwar attention is the Canada of 
extraordinarily rapid economic growth. Few outsiders, 
therefore, appreciate the fundamental paradox about 
that growth. 

The paradox is that the country which is now boom- 
ing was built in defiance of economics. The contempo- 
rary observer sees in Canada an economic system func- 
tioning with quite extraordinary success. He sees a de- 
velopment that is perhaps as impressive as any achieve- 
ment of industrial civilization. If he looks closely at 
Canadian economic policy, he may say with admiration 
that here the fundamental good sense of classical, liberal 
economics has been maintained, has been made to fit the 
politics of contemporary mass democracy, with quite 
unusual success. 
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Such observations contain an important element of 
truth. And yet Canada is in some respects the unlikeliest 
place in the world for them to be true. The Canadian 
economy that now looks so wonderful, in straight mate- 
rial terms, is in fact an economic artifice, established for 
the sake of a political ideal. 

The American revolution against Britain produced 
two nations, not one. It produced the United States and 
it produced also, in what is now eastern and central 
Canada, a people determined—the conquered French 
perhaps even more determined than those of British 
stock—not to be part of the United States. Throughout 
the nineteenth century, it was the Canadians who were 
far more set on remaining non-American than the 
mother country was on keeping them so. 

Indeed, British governments often behaved as if they 
would have been glad to have the embarrassment of a 
British North America off their hands, if only the stub- 
born colonists would sensibly throw in their lot with the 
United States. But they would not. The modern Domin- 
ion of Canada—a mari usque ad mare—was created in 
1867 when the American frontier was being pushed 
westwards to the Pacific. The Canadians were deter- 
mined not to be outflanked by their neighbors to the 
south. They built the Canadian Pacific railway across 
the thousand miles of wilderness that separated the 
western end of settlement in Ontario from the eastern 
beginning of the prairies, in order to provide an un- 
natural alternative to the natural lines of commerce 
that ran largely north and south across the 49th parallel, 
across the straight line that was drawn as a boundary 
because there was nothing natural to serve the purpose. 

Economics, once having been defied, was nevertheless 
for two generations kind to the schemes of the politi- 
cians. The prairie sod was broken to grow wheat, and for 
wheat there was no market in the United States; the 
natural direction of movement—for wheat almost alone 
in the Canadian economy, but it was enough—was east- 
wards to the consumers of Europe, not southwards. 

Thanks to that, the artificial economy worked. It was 
slow and poor, indeed, compared with what was happen- 
ing to the south. It was horribly dependent on one crop, 
on one export. But, still, it worked. As long as the United 
States was still in the stage of self-development, still 
pushing out the frontier within its own boundaries, the 
little fringe economy to its north was more competitive 
than complementary with it. And it could balance its 
international accounts satisfactorily through the famous 
triangular pattern of trade by which Canada earned an 
export surplus with Britain and Europe and used it to 
finance an import deficit with the United States. 

It was the last war, of course, that made patent the 
end of this era. But the war, in this as in so much else, 
merely accelerated trends that existed before. Canada’s 
first phase of rapid development, early in the century, 
had been keyed to serving the European market with 
wheat. The short-lived second phase, in the later 
*twenties, was already different. It was associated 
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primarily with the development of the forest industries, 
and here the market pull, especially for newsprint, came 
in substantial measure from the United States. The 
north-south lines were beginning to assert themselves. 
In Canada’s postwar development, they have swept 
almost everything else aside. In 1938, 40% of Canada’s 
exports went to Britain and 33% to the United States. In 
1955, 18% went to Britain and 60% to the United States. 


AMERICA DISCOVERS CANADA 


This enormous change is compounded from two 
causes. One is the familiar dollar shortage, sucking the 
substance out of Britain and Europe as customers for 
Canada. The other is the discovery of Canada by the 
United States; the discovery that, since the passing of 
the last American frontier, a mature U. S. economy and 
an underdeveloped Canadian economy are comple- 
mentary to each other. The charter of the Canadian 
boom is the Paley report, which in 1950 forecast the 
prospective requirements of the United States for indus- 
trial materials during the next twenty-five years. The 
materials for which it forecast greatly increasing Ameri- 
can needs were almost a catalogue of Canada’s under- 
developed resources—aluminium (for which Canada has 
the necessary cheap power), nickel, iron, petroleum, 
copper, lead, zinc, titanium, wood-pulp, and so on. 

Canada would, it is true, have been prosperous in the 
postwar world even if it were not endowed with mate- 
rials which fit so well the expanding needs of the United 
States. Populated Canada is too much a stretched-out 
fringe to the United States not to have benefited enor- 
mously, in any event, from American prosperity. The 
Canadian boom is really two booms in one: the opening 
up of new sources of primary wealth, especially minerals; 
and the growth of secondary, manufacturing industry. 
The first is responsible for the dramatic ventures that 
have pushed Canada’s economic frontier into the barren 
northland and caught the imagination of men every- 
where. The growth of manufacturing industry, though 
less spectacular, has absorbed in total considerably 
more capital and accounts for most of the postwar ex- 
pansion in employment. 

Nevertheless, it is the prospective development of 
Canada’s primary resources over the years to come that 
is the basic factor. It is this which creates so much con- 
fidence in the future, and therefore itself helps to make 
investment in the secondary industries seem so attrac- 
tive. The two together provide as stimulating a field for 
investment, as high a marginal efficiency of capital, as 
has ever beckoned invitingly to a mature, high-saving 
economy. 

The mature economy with the capital to invest is, of 
course, the economy next door: it is the United States. 
Hence the great flow of American equity capital into 
the development both of Canada’s primary resources 
and of manufacturing industries. It is inevitable that the 
north-south lines of the economy, running across the 
border, are much stronger already than ever before, and 


138 


are growing stronger every day. And it is equally in- 
evitable that in Canada, originally built as a nation in 
defiance of those lines, there should be serious heart- 
searchings about the whole process, a solemn question- 
ing whether development at a slower pace, and with a 
greater admixture of local capital, might not be pref- 
erable. 

In the early postwar years—indeed, until very 
recently —the emphasis of the questioning was different. 
It was on trade more than on investment. The fear was 
that by exporting more to the United States, and rela- 
tively less to Britain, Canada was becoming danger- 
ously and unnecessarily dependent on American pros- 
perity. “Putting all the eggs in one basket” was an in- 
vitation to instability. Nowhere more than in Canada 
were people haunted, in the early postwar years, by dark 
fears of the “inevitable’’ American slump. 

Such fears have lessened for two reasons. First, the 
American slump has not happened. Secondly,the United 
Kingdom has failed to restore the convertibility of sterl- 
ing or otherwise open its market a little more to Can- 
adian goods. In these circumstances, Canada has come 
increasingly to realize that in the postwar world the 
sterling countries are the most sensitive reactors to an 
American recession. If that came, Canadian exports to 
sterling markets would be likely to suffer at least as 
much and at least as quickly as Canada’s direct exports 
to the United States. 

The level of American prosperity is the determinant 
anyway. There is, indeed, a reasonable conviction that 
the Canadian economy as it now is, with the United 
States taking, in some years, two thirds of its exports, 
is nevertheless likely to resist contagion from a minor 
American recession at least as well as any other trading 
country. There are still undertones of concern about the 
concentration of Canadian exports on the United States 
and the “‘neglect”’ of sterling markets, but in relation to 
economic thinking in Canada these are little more than 
echoes from the past. The live issue of the day is the 
boom problem: it is the question of how Canada should 
react to the amount of capital coming from the United 
States and the consequent speed of utilization of Can- 
ada’s resources. 


INFLOW OF AMERICAN CAPITAL 


In political discussions this issue is often mingled with 
some rather crude ideas about the inferiority of primary 
industries to manufacturing, and about the dangers of 
exhausting “irreplaceable” resources such as minerals. 
The intention of this article, however, is to isolate the 
valid and important question which concerns the flow 
of American capital to Canada. Its desirability is dis- 
cussed, even though it plainly is essential to the Can- 
adian economy as now constituted. It is the substitute 
for the triangular pattern of trade by which Canada 
used to finance its external account. The substitute has 
worked well. So far in this decade—from 1950 to the 
middle of 1956—Canada has incurred a cumulative 


current account deficit on international transactions of 
$2.7 billion. Against this, the direct investments of 
foreign companies in their Canadian activities have 
totaled $2.3 billion. Other Canadian borrowing from the 
United States has roughly balanced repayments of 
capital and Canada’s capital exports to other countries. 

Investment of this kind holds no economic terrors for 
the future. In large measure, it creates the means to 
service the obligations incurred. There is no need to fear, 
in this sense, future instability in the Canadian balance 
of payments. It is true that in 1956, under the pressure 
of the boom, the import deficit has increased greatly. 
Direct U. S. investment in Canada has also been buoy- 
ant, but not so much so. The rest of the deficit has been 
comfortably covered by other capital flows—so much so 
that the Canadian dollar has been appreciating against 
the American and has lately been again standing, as it 
was before the recession, at a premium of 4%, which is 
distinctly embarrassing to Canadian exporters and to 
domestic manufacturers competing with imports from 
the United States. 

Nor is the composition of imports such as to make the 
deficit look alarming. Table 2 sets out, in comparative 
figures for the first half of each year, the classification of 
imports according to principal end uses. It will be seen 
that, compared with the “‘recession”’ period in the first 
half of 1954, total imports have jumped by nearly $800 
million. But of this, less than a quarter—$182 million— 
represents extra consumer goods. Investment goods, on 
the other hand, account for $311 million of extra im- 
ports, and the rest are mostly industrial materials. 

The concern over American capital is not, therefore, 
a concern about short-run economic trends. It is a con- 
cern about long-run implications. To explain this, a few 
statistics may be quoted. The latest detailed ones refer 
to 1954. At that time, long-term foreign capital invested 
in Canada was $12.5 billion, of which $9.6 billion was 
American and $2.1 billion British. 

The relative importance of American capital is in- 
creasing all the time. Over the past seven years, it has 
accounted for more than 80% of the increase in the book 
value of all foreign investments in Canada. In 1954, 60% 
of the American capital—$5.7 billion—was the direct 
investment of American companies in Canadian 
business. 

Investment on this scale gave a controlling interest to 
American-owned companies in many sectors of the 
Canadian economy, and especially in some of the most 
dynamic. The following figures for individual industries 
relate to 1953: 68% of the capital employed in the petro- 
leum industry was controlled in the United States; for 
mining, the proportion was 53%; for chemicals, 54%; 
for electrical apparatus, 62%. 

This massive foreign investment is not, it must be ex- 
plained, the reflection of a low rate of saving in Canada. 
On the contrary, Canadian savings are high. But they 
have been invested very largely in residential property, 
public utilities, agriculture, and so on. Consequently, 
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First half of each year 


Consumer goods.......... 

Investment goods......... 

Industrial materials, fuels 
and lubricants 
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_ although foreign financing over the five years 1950-1954 
represented only 13% of net capital formation in Can- 
ada, foreigners nevertheless provided well over half of 
the new investment going into the manufacturing, min- 
ing and petroleum industries. Moreover, it is notable 
that in these fields Americans tend to provide the equity 
capital, Canadians the bonds. 

And, lastly, it should be said that the figures quoted 
here certainly understate the present position, since the 
rush of American direct investment has been gathering 
extra force lately. Unofficial estimates indicate that, as 
against the 13% ratio for the 1950-1954 period, new 
foreign capital in 1955 rose to one quarter of net capital 
formation, and in 1956 the proportion was probably 
higher still. 


CANADA'S DIVERSITIES 


It is impossible to define, briefly and exactly, the 
sentiments that this situation arouses in Canadians. It 
is necessary at this stage to emphasize another of the 
facts about Canada that is little appreciated outside the 
country. That is its extraordinary diversity. There are 
only 16 million Canadians, but they are spread thinly 
across the breadth of a continent. This means that re- 
gional divergencies in economic interest are quite ex- 
traordinarily great. The farmers of Saskatchewan, grow- 
ing predominantly one crop for export, have few com- 
mon interests either with the workers in protected 
secondary industries in eastern Canada or with the 
mixed farmers of Quebec. The rather Americanized 
province of British Columbia, with its booming forest 
and other industries, is poles apart in economic psychol- 
ogy from the still struggling maritime provinces of the 
east, on which a dour Scottish character seems as firmly 
stamped, and as naturally so, as ever. 

The regional differences of interest are only a part of 
the picture. They are superimposed on a people diverse 
in origin, in race, and therefore in culture and habits of 
thought. Quebec’s fierce determination to preserve its 
own distinctive pattern of French culture and ways of 
life is well known; and while it makes Quebec even more 
suspicious of things American than is the rest of the 
country, the strains between the two main races have 
several times reached a point at which the reality of 
Canada as a nation, the effectiveness of national govern- 
ment, was all but in mortal peril. 

The spread of industrialization, the rise in living 
standards, the speeding up of communications have in 
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recent years done much to lessen the sense of cultural 
conflict, both between the two main racial groups and 
between each of them and the substantial minorities of 
Ukrainians, Germans, and others. During and since the 
war the Canadian people have at last come within talk- 
ing distance of “a common, unhyphenated nationality,” 
as Laurier called it. A sense of nationality, a conscious- 
ness of common aims and interests and attitudes, is at 
work now across the breadth of Canada; and the danger 
that some sharp issue will fragmentate the country is 
now little more than the pale ghost of what was real 
enough a mere twelve years ago. And yet, when all this 
has been said, it must also be said that the mental and 
emotional framework within which a French Canadian 
considers his country’s relations with the United States 
is still substantially different from that of an English 
Canadian, and different again from that of the Ukrain- 
ian and other groups. 


RELATIONS WITH THE UNITED STATES 


In all these attitudes, however, it is fair to say that 
anti-American sentiment plays a comparatively minor 
part. The problems in Canadian-American relations are 
not those of living beside Americans, as a people. They 
are mainly problems in living beside the American politi- 
cal system. They arise from the absence of cabinet 
government, in the British parliamentary sense, and the 
dominance of Congress. That political system enables 
sectional interests to be far more effective, in determin- 
ing national policy, than they are under a parliamentary 
system of the British (and Canadian) kind. 

The United States Administration, and indeed the 
American public as a whole, when it is aware of what is 
going on, generally seems willing to give quite as much 
consideration to the interests of Canada as to its own 
national interest. One could not ask for more; the Amer- 
icans are, in that sense, wonderful neighbors. The 
trouble is that Congress often subordinates any national 
interest—American as much as Canadian—to strong 
sectional interests. 

And there Canada gets into the soup. It is the biggest 
sectional interest on the North American continent that 
is unrepresented by any lobby in Washington. It pulls 
no votes. The wonder, in the circumstances, is that 
Canada gets hurt no more than it does. But hurt it cer- 
tainly is at times. 

The tariff, and American commercial policy generally, 
provides many examples, of a kind too obvious to need 
detailing. A more interesting, and presently more im- 
portant, example is the current United States program 
for disposing of food surpluses by various forms (ad- 
mitted and disguised) of gifts. These surpluses originate 
in a farm policy that is harmful to the United States as 
a whole; in effect, it requires the country to subsidize 
farm groups that occupy a strategic position politically. 

Given this policy, the gift of surpluses to overseas 
countries is a natural, and in some respects commend- 
able, way of dealing with the consequences; the United 
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States taxpayer can afford the burden. But the give- 
aways, especially of wheat, are a serious handicap to 
Canada’s normal trade. The net effect is that a sectional 
interest in the United States does real damage to Can- 
ada; and although the American Administration is fairly 
sympathetic and apologetic, Congress rules and Canada 
gets hurt. 

Would Canada be better off, then, if its various inter- 
ests were represented by lobbies in Washington? Is the 
price of building a political system in defiance of the 
north-south economic pulls too high? Since Canada is 
plainly destined to become more and more integrated 
with the United States in a North American economy, 
would it not be simpler and better to have political inte- 
gration too? 

This question is asked in a purely theoretical spirit. 
No one in Canada is advocating anything of the kind. It 
is inconceivable that any large body of opinion should 
do so in the foreseeable future. That would require a 
complete revolution in Canadian attitudes. The Cana- 
dian problem arises from a consciousness that merging 
with the United States might have much economic logic 
behind it, though everyone is nevertheless determined 
not to admit that case. This creates a sense of conflict, 
and that is the root of all the concern expressed about 
American capital. 

The concern is not economic. More and more Cana- 
dian resources are developed by American capital for 
the American market, but in the process Canada is in- 
comparably better off, in material terms, than it could 
possibly be in any other way. The question is whether 
the country is thereby losing its soul, making a mockery 
of its political independence. This, undefined and inco- 
herent, is the question that lurks in the back of Cana- 
dian minds. 

And yet it is not the direct cultural influences of the 
United States on Canada that are the main cause for 
concern. Some Canadians and most foreign observers 
are worried by the standardization of consumer tastes, 
the great influence on Canada of American advertising, 
American radio and television, American magazines, 
American sport, American standards of all kinds. 

But this concern generally reflects an expectation that 
Canada should be “British,” should be unlike the Amer- 
icans, to an extent that is quite unrealistic. Canadians 
are North Americans. If a loss of independence should 
nevertheless come, it would not be because these cul- 
tural influences are going to undermine the Canadian 
people’s will to be themselves; it would be because the 
economic and political problems of having two govern- 
ments, for an area so interrelated in economics and 
defense and relations with the outside world, could be- 
come too complicated to solve. 


TIGHT MONEY POLICY 


The problem can be illustrated in practical terms 
from the contemporary experience of the boom itself. 
The Bank of Canada, to its great credit, saw sooner than 


anyone else the implication of the rapid recovery from 
the recession of 1954. In the summer of 1955 it sensed 
the boom psychology and set itself to deal with the im- 
pending inflationary danger. A tight money policy has 
been pursued ever since. It has achieved all it could in 
the circumstances, but it certainly has not kept inflation 
entirely at bay. 

And the chief obstacle is American capital. Tight 
money for Canadians has in no way deterred the flow of 
American investment into the country. On the contrary, 
the capital inflow has been further encouraged by the 
higher interest rates associated with a tight money situ- 
ation. Moreover, the upward pressure on the foreign 
exchange rate, resulting from the capital inflow, has 
made life more difficult for Canadian industries. 

We thus have a situation in which the orthodox wise 
economic policy for Canada amounts to the discourage- 
ment of Canadian investors and Canadian industries, in 
order—in effect—to leave room for American capital to 
come in and do its job without a disastrous degree of 
inflation. To see this happening is as galling to Canadian 
companies held back by the difficulty of raising capital 
as it is to the Ottawa officials who find themselves with 
no alternative to a policy that does in this respect the 
opposite of what they want. 

Does this suggest how the American boom in Canada 
carries within itself, as so many historical processes do, 
the seed of its own destruction? The possibility is worth 
consideration, at least. The boom has greatly fostered 
what the war had brought to the surface—the growth of 
a national spirit in Canada. It has made Canadians 
rather proud of themselves, more conscious of them- 
selves as a nation different from other nations. Yet, 
meanwhile, Canada is becoming more dependent on the 
United States. It finds itself more than ever tied to the 
American market and infiltrated by American capital 
(and is also, of course, increasingly interdependent with 
the United States in foreign policy and defense). 

It will not be surprising, therefore, if the increased 
national feeling and the economic expansion of Canada 
begin to interact with each other, despite the roots they 
have in common, in ways that could be explosive. Cana- 
dian national sentiment is moving strongly in one direc- 
tion. Canadian development—under the inexorable 
pressure of an increasing “continentalization,” as it is 
called, in consumption and investment, in foreign policy 
and defense—is moving in precisely the opposite 
direction. 

To diagnose the Canadian problem in these terms is in 
no way to suggest that the right thing to do about it is 
to cut out the problem; that is, to limit the import of 
capital from the United States and the export of Cana- 
dian raw materials to the United States. Some people— 
some politicians, businessmen and economists—do talk 
in such terms. But the politicians, at least, take care to 
suggest that in the process they would speed up, not 
slow down, Canadian development. This is plain non- 
sense. And while there are theorists and businessmen 
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prepared to say honestly that what they want, what 
they think best for the country, is to slow down develop- 
ment, that is not a program with much practical politi- 
cal appeal. 

The diagnosis can better lead to an entirely opposite 
way of tackling the problem, in constructive rather than 
restrictive terms. It starts by recognizing that Canada 
has gone too far already along her present path of 
economic development to think of turning back. She has 
grown too far already to remain a small nation and 

-enjoy her political independence on the terms that 
smallness and unimportance made possible in the past. 

And at the same time there is no longer the strong ex- 
ternal counterpressure to American influence that the 
United Kingdom used to provide. Though the sentiment 
of the Commonwealth connection remains strong, the 
loyalty to “the Queen in Canada” deep, no one expects 
to see large quantities of capital from Britain or greatly 
expanded trade. The British connection no longer pro- 
vides a modifying influence of a significance in any way 
comparable to the American influence. 


A NATIONAL POLICY 


In these circumstances, Canada’s problem is to move 
as rapidly as possible to the different sort of independent 
national life that, even in these days when no one is on 
his own in the nineteenth century fashion, a bigger, ma- 
turer nation can fruitfully enjoy. The pitfalls lie in the 
transition period; and the moral is to get through that 
as quickly as possible. It is to make a speedy job of grow- 
ing. That means continuing to welcome and encourage 
the main aid to growth: American capital, and the ex- 
ploitation of primary resources for export to the United 
States. But it also means, if growth is rapid, an increas- 
ing “Canadianization” of the economy (as opposed to 
“continentalization”), in the sense that expanding in- 
come and population will stimulate further develop- 
ment of domestic secondary industries to serve the 
Canadian market. 

A constructive national policy would further the de- 
velopment of a more aggressive capital market, so that 
more risk-taking Canadian money would be seeking 
profits in competition with the flow of capital across the 
border. It would mean, also, encouraging a larger flow of 
immigrants than has hitherto been permitted by the 
caution of Canadian politicians—whose thinking is still 
colored by fears of unemployment and by certain politi- 
cal and religious antagonisms to immigration. (The 
French do not want the non-French majority against 
them increased; Protestants do not want more Cath- 
olics; and so on.) 

These are merely illustrations of the theme. Many 
other things besides would be involved in a constructive 
policy to combine rapid growth with the genuine 
“Canadianism” that is practicable. The point, so far as 
an article of this kind is concerned, is simply to show 
that the conflict between the American boom in Canada 
and the growing nationalism of Canada does not have to 
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be resolved either by killing the boom or by submerging 
Canadian independence into a mere satellite status, or 
even in the end into absorption by the United States. 
There is a third way, and the record of Canadian 
achievements—not only in economics but in foreign 
affairs and in domestic social and political policies— 
entitles one to the fullest confidence that this way will 
be found. 

But it will not be found easily. This is another respect 
in which the outside impression of Canada is often mis- 
leading. It is a successful country, rich in resources. It 
has enjoyed a good deal of political stability and deserv- 
edly has the reputation of being a well-governed 
country. This record far too often causes people to think 
that it is an easy country to govern. It is not. Its regional 
and racial diversities have been mentioned above. Their 
sharpest expression is this: Canada has a parliamentary 
form of government, on the British model; and yet it has 
failed to establish effectively the two-party system, 
focusing political opinions into two fairly evenly 
balanced groups that is the essential mechanism of 
parliamentary government. Canadian politics requires 
too fine a balancing of compromises in regional interests 
as well as in ideas. 

So far only one party at a time has been able to do the 
balancing sufficiently well to be, for a sustained period, 
a national party. The Conservatives did so from con- 
federation to near the end of the nineteenth century. 
The Liberals have done so for most of this century. But 
the opposition has in recent years been fragmented into 
three weak regional groups. The Conservatives have 
little strength outside Ontario; both the Cooperative 
Commonwealth Federation party (mildly socialist in 
theory, agrarian in practice) and the Social Credit party 
(ultra-conservative under a thick veneer of immature 
emotionalism) have no strength outside the western 
provinces. 

Such political fragmentation gives the Liberal govern- 
ment extraordinary strength in operating the machine 
of day-to-day administration. But it also means that it 
is quite extraordinarily difficult to relate the political 
conflict as such to the real issues that face the nation. 
And even the apparent strength of the government 
party is in some respects deceptive. Its freedom of 
maneuver is narrow. Canada is a federal state. The 
weakness of opposition at the federal level is com- 
pensated for, in one sense, by the ten provincial govern- 
ments. 

To a large extent, the provincial governments, ir- 
respective of their party labels, function as the real 
opposition to the federal government. But by their 
nature, they function on a basis of regional interests. 
The influence of the United States, to take the most 
relevant example, pulls on various regions, on diverse 
economic groups, in varying degrees and in greatly 
different ways. The role of the provincial governments, as 
the effective opposition, therefore adds to the difficulty 
of relating the national issues to the vagaries of politics. 
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This is an attempt to explain why the vagaries exist. 
It is not in any way a suggestion that they will pre- 
dominate, an invitation to pessimism. On the contrary, 
I think that Canada through all its difficulties will hold 
to the proved good sense of its people and develop its 
native culture; will remain true to its political heritage 
and make it work; and therefore will, with no more fum- 
bling than is inevitable in human affairs, emerge safe 
and enriched from the political problems of its American 
boom. But let no one think that, in the process, Cana- 
dian politics is going to be the dull history of a people for 
whom nature has made everything easy. On the con- 
trary, it will have to be an exercise in statesmanship 
of a high order. 


Winnipeg. T. W. Kent 


November, 1956. 


Productivity 
(Continued from page 116) 


facturing output, in physical terms, hovers only frac- 
tionally above the activity rates of 1956, any important 
productivity improvement in manufacturing can come 
only through a total cutback in man-hours. (In Janu- 
ary, 1957, manufacturing output, as measured by the 
Federal Reserve index, was running about 2% ahead of 
January a year ago. At the same time, weekly hours 
were unchanged from a year ago, but production jobs 
fell about 100,000 behind last January.) 

If a steady and sustained rise can be maintained in 
manufacturing activity over the whole of 1957, the 
chances of a marked year-to-year betterment in pro- 
duction-worker productivity would be good. But even 
if manufacturers win the productivity battle on as- 
sembly lines in 1957, their over-all enterprise efficiency 
—and their profits—will still depend on the extent of 
any further expansion in the employment of nonproduc- 
tion workers. 

Rosert H. Prersons, Jr. 
Division of Business Analysis 


Business Forecasts 
(Continued from page 109) 


production. With the government continuing to make stock- 
pile purchases on a month-to-month basis, the present $0.16 
price should hold. Production probably will be well maintained. 


“Lumber—Orders have been running moderately behind 
those a year earlier, reflecting the expectation of fewer housing 
starts this year. An upturn should be seen with the spring rise 
in construction. Nevertheless, lumber production is likely to 
dip about 5% in the first four months of 1957. 


“Paper—Demand for almost all paper lines is strong, but 
reduced demand for paperboard will probably keep total pro- 
duction over the near term somewhat below that a year earlier. 


“Rayon and acetate yarn—Domestic shipments declined 


15% in 1956 and inventories rose 19% as a result of a sub- 
stantial rise in stocks of high tenacity rayon. With demand 
likely to remain restricted, first-quarter sales may be con- 
siderably less than a year earlier. Second-quarter shipments 
may show little year-to-year change. 

““Shoes—Inventories are indicated to be relatively low. The 
late Easter selling season will probably cause a lag in first- 
quarter production, followed by good recovery in the second 
quarter. 

“‘Steel—Demand for heavy plate, structural shapes, pipe, 
and similar products is expected to remain heavy at least 
through the first half of 1957. Demand for flat-rolled products 
may ease somewhat further as auto makers work down in- 
ventories. 

“Zinc—Zinc usage by the automotive and steel industries is 
expected to continue at a relatively high rate through the 
forepart of 1957. Government stockpiling purchases are con- 
tinuing on a month-to-month basis. Present prices and pro- 
duction should be maintained.” 


General 


Steel— (February 25)—‘““The stage is set for the biggest con- 
sumer spending binge this nation has ever seen. Curtain time 
is not certain, but chances are the show will get under way 
by mid-year and give the economy a big boost in the 
second half, making 1957 another year of records. , 

“The facts: Population is growing at a rapid rate. It passed 
170 million earlier this month. Employment is at record levels 
—almost 63 million at last count. While this is well below the 
seasonal peak of last August, it is still the highest for January. 
(January and February are two poorest employment months 
of the year.) By midyear, close to 67 million persons will be 
employed. Wages are continuing their upward trend. During 
1956, personal income amounted to $325.2 billion, 6% higher 
than it was in 1955. In December, net spendable earnings and 
buying power of factory workers set all-time records. And for 
the first time, millions of workers know when and how much 
their next raise is going to be, in addition to cost-of-living 
wage adjustments, 

“Savings have been increasing steadily since the last quarter 
of 1955. The rate of increase in consumer credit has been slow- 
ing down, indicating that repayments have been at a rapid 
rate. Both factors are getting consumers in a better financial 
position to continue spending... .” 


Electricity 


Standard and Poor’s The Outlook (February 18)—“Utility 
interests are forecasting that the industry will double again 
in size in the next decade. Generating capacity is expected to 
increase from 126.5 million kw. at the close of 1956 to 250 
million kw. by the end of 1966. Annual production in the 
latter year is projected at 1.3 trillion kw-h, sales at 1.1 trillion 
kw-h, and $7.5 billion, respectively, in 1956. Judging from the 
industry’s past experience, these forecasts may well prove to 
be on the conservative side. 

“Annual construction expenditures of investor-owned com- 
panies are estimated at an average of slightly more than $4 
billion, ranging from almost $3 billion currently to about $5 
billion in 1966. Unlike industrial corporations, utilities rely 
heavily on new capital, having obtained 63% of their require- 
ments from this source in the past ten years and the remaining 
37% from internal sources.” 
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19 Employees in nonmanufacturing......... mielarsvess ..| Thousand persons S 
Employees in manufacturing Bates mentatote tots watnse ts sae ...-| Thousand persons S 
Production workers in durables manufacturing..... Thousand persons S 


Production workers in nondurables manufacturing. .} Thousand persons S 


Average work week 


21 PAD EAT ACE NTA TAG cree nesemrene)loxersisi syeitansveus piakaieieds ese ours 
(Dire ples MANUMACCURIDR ein, aye oo ws siecerm ole 0))0. 0,9, 015 a0 Hours 
Nondura bles manulacturing «6 506.06 snes se mses Hours 


Average hourly earnings 


23 Alismanufacturing Sewcisciciw ais sw cielots oi0icie's oes cyeeinie Dollars 2.05 2.05 2.03 1.93 
Pirables manutactueing stile a,c © cts 6\sis.0csie'e 0 6 paca Dollars 2.18 2.18 2.16 2.06 
Nondurables manufacturing 2). .'. cee secccceucs Dollars 1.86 1.86 1.85 1.75 


Average weekly earnings 


All WaaNUIACturine << 2.5 «<0 s0iei0 als aati ste) <ca ayaa oust ausen Dollars 82.41 84.05 y 82.22 78.55 
25 Ties Dies MIU CUUEISIG « cyricic a a t's 0\e <5 6 «0.916015 9.0;¢ Dollars 89.38 91.34 88.99 84.87 
Nondurables manufacturing. ...........-.cseeees Dollars 72.54 74.03 73.26 69.83 


Personal income 


CET a Sn et Ree ee Seo er .....-| Billion dollars S A n.d. 333.5 r 333.5 317.56 
27 PA DO ARPOIN Ona ols elt om oes ape cere <'2 Seen one aeiebillion dollarsis A n.d. 239.9 r 238.4 225.56 
Qavoesutscclc: © an: pee aa Sa ore errr ic Billion dollars S A n.d. 99.6 r 101.1 97.4b 


Instalment credit 


Extensions. Stem are leeateiens wes yeite aes weeeeeese.-| Million dollars S 3,613 ry 3,368 ry 3,453 3,432 
31 Repayments. . Ben chs Wa Ae Min Udine ems aia eelateres a ate ...-.--| Million dollars S 3,385 ry 3,185 r 3,160 3,107 
Instalment credit outstanding bere eRe sre Me ark he ca Million dollars 31,298 731,552 31,024 28,886 


New construction 


Miata ec 450% o.6 Bode GME te ka tiene tte ee ee tee Lion doltars!.9. A: 44,796 44,748 44,388 43,500 
37 Total Privateer cans eee SP ea «eeeeeee-| Million dollars S A 29,952 30,504 30,612 30,060 
Private nonfarm residential...... Aten Pec uCroneea PH Million dollars S A 14,484 14,868 14,868 15,444 


Business sales and inventories 


Total i CORED He leo cists exe se eae ee oot eta ..-| Million dollars S n.d. 88,500 788,000 82,100b 

Total = ig ss » EE Oe eee Bee Ben ICH: HRI ...| Million dollars S n.d. 55,800 755,600 53,2006 

39 Manufacturing inventories...........-- See mae Million dollars S$ n.d. 51,442 ile 45,9236 

Manufacturing sales.........-+-+0-- 29 OT Million dollars S n.d. 28,688 728,707 27,2896 

Retail inventories. «2 .«ccccwwcscces aia eregesere totes Million dollars S n.d. 23,800 723,490 23,9006 

UGTALLIBALES ere icis eelor ele ioe Wie auchticiele o's win a0) (esp i0.\0 Million dollars S n.d. 16,491 16,358 15,7956 
Retail trade: Durable goods stores . 

OTe ventorite te: te : Rates Aah olf Tiele''s faliesexs S i esuisae oeet) Million dollarsi.S n.d. 10,690 710,420 11,2305 

41 SEL gh olen marci aes SUESEEDEEEEEEEEEEEEE | Million dollars S na, 5,814 5,664 5,677 
Inventory-Sales ratio. .... see e eee cece eee ereees * n.d. 1. : .98 

ofa ak rhb abe eel jae sesenties ose) atillion dollars’ S n.d. 13,110 713,070 12,670b 

43 Sale cot he tucks) cua sisisiciseie Baler ilavele aveceterovere ath le(dieleealays Million dollars S n.d. 10,077 20.60" sot 
Inventory-Sales Tationtdaem ce octet ct © pone ire Ar * n.d. 1. 5 1.25 


Durables mfg.: Sales and inventories 


i Bias wie yee lion dollars S n.a. 29,978 729,925 26,3176 
45 ATV eNntOLles saris toler ois oisioie afe\e) ees ecaneis oreiste ates ee ec < aps 14'390 714,321 13'6885 
oF is ieee we carrie leteve eieCsl cha 3 08 > 2.09 1.926 


core eee rseeseeese esses sesee 


Nondurables mfg.: Sales and inventories 


i cite datas Seen eeeies 1) Millionidollare:S n.d. 21,464 721,430 19,6065 
47 Sesame ed aR, WH oe Ve Ttrtt'tt'') Million dollars S n.d. 14.298 | 714,386 13.6016 
Inventory-Sales ratio..................-.....5-- * n.d. 1.50 1.49 1.44) 
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SELECTED BUSINESS INDICATORS (Continued) 


Oh ox Series 
Merchandise exports and imports 
Exports® 
Imports : . 
Export surplus incl. grant-aid shipments 
Export surplus excl. grant-aid shipments 


Federal budget receipts and expenditures 
Cumulative receipts 
Cumulative expenditures 
For quarterly data see below 
Money supply and turnover 
Privately held money supply’ 
Total demand deposits adjusted and currency 
Deposit turnover: New York City 
Deposit turnover: 337 other centers® 


Bank loans, investments and reserves 
Investments? 
Loans? 
Excess reserves?® 
Borrowings?!° 
Commercial, industrial and farm loans" 


Diffusion index 
Industrial production 
Diffusion index 
Diffusion index, cumulative 


Eight sensitive business indicators 
Residential building contracts 
Nonresidential building contracts 
New orders, durables 
Average work week 
Raw materials prices 
Stock prices, industrials 
New incorporations 
Business failures 


49 


51 


53 


55 


57 


Chartbook 
Page* 


Gross national product 
Total 


7 


Components of gross national product 
Personal consumption expenditures 
Change from previous quarter.......... 
Government purchases of goods and services 
Change from previous quarter 
Gross private domestic investment 
Change from previous quarter 


Disposition of personal income 
Total personal income 
Disposable personal income 
Personal consumption expenditures 
Personal saving 


Corporate profits 
Profits before taxes...... 
Profits after taxes 


see 


Dividend payments 
Retained earnings 


Manufacturing industries 
Nonmanufacturing industries 


Federal budget receipts and expenditures 
Receipts 
Expenditures 
Cumulative surplus or deficit 
For monthly data see above 


Sources: Federal Reserve; Department of Commerce; Bureau of Labor Statistics; 
Tu Conrerence Boarp; Department of Agriculture; Bureau of the Census; Se- 
curities and Exchange Commission; Treasury Department; F. W. Dodge; Standard 
& Poor’s; Dun & Bradstreet. 

_} Includes interest, taxes and wages. 2 Prices received divided by prices paid. 3 Be- 
ginning May 1956, data based on $30-area sample. 4 Excludes personal contributions 
to social security, included in components, ® Includes wages and salaries and “other 
labor income.” 6 Includes grant-aid shipments. 7 Demand and time deposits adjusted 
to exclude U. S. Government and interbank deposits; and currency outside banks. 
§ Excludes Boston, Philadelphia, Chicago, Detroit, San Francisco, Los Angeles and 
New York. * All member banks, 1° From Federal Reserve Banks, 1 Weekly reporting 


Million dollars 
Million dollars 
Million dollars 


1957 1956 


yee January 


Januaryp | December 


November 


1,520 1,407b 
982 


537 


1,995 
1,023 


Million dollars 


Million dollars 
Million dollars 


Billion dollars 
Billion dollars S 


TS 
TS 


Million dollars 
Million dollars 
Million dollars 
Million dollars 
Million dollars 


1947-49=100 S 


its 
its 


Thous. sq. ft. fl.sp. SR 
Thous. sq. ft. fl. sp. S 
Million dollars S 
Hours S 

1947-49 = 100 
1926=100 

Number S$ 

Number S 


Billion dollars S 
Billion dollars S 
Billion dollars S 


Billion dollars S 
Billion dollars S 
Billion dollars S 
Billion dollars S 
Billion dollars S 
Billion dollars S 


Billion dollars S 
Billion dollars S 
Billion dollars S 


III 


Quarter Quarter Quarter 


r 423. 
ry 419. 


413. 
411. 
2. 


408.3 
404. 
3. 


“300 
O00 
tn 00 


266. 
3. 


263. 


AYNWON 


109 OHO 
RH Us 8 00 
00 me A me TN 


BROWN 
PONS 
RI. 
0 iD 


Billion dollars S 
Billion dollars S 


Billion dollars S 


Million dollars 
Million dollars 
Million dollars 
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member banks. 1 Gross national product, less change in business inventories, 18 For 
fiscal year beginning July 1. S-seasonally adjusted. R-Series revised beginning Janu- 
ary, 1957, Year ago figure also revised, and is comparable. A-annual rate. a-antici- 
pated, For the I Quarter of 1957, anticipated outlays are: Total, 37.96; Manufacturing, 
16.46; and Nonmanufacturing, 21.50. b-December, 1955 for monthly data. p-pre= 
liminary, r-revised. * End-of-month inventory, divided by sales during the month. 
t Debits (annual rate) divided by deposits. {{ Diffusion index stated as the average 
duration in months of expansion or contraction. n.a.-Not available. 4“ Chartbook of 
Current Business Trends, (Second Edition), Taz Conrrrencr Boarp, 1956. Copies 
available to Board Associates on request. 


BUSINESS RECORD 


AINE, 
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Studies in Business Policy 


- 82—Operations Research 

- 8{—Company Insurance 

- 80—Public Relations in Industry 

. 79—Measuring Salesmen's Performance 

- 78—Industrial Engineering, Organization and Practices 

. 77—Forecasting in Industry 

. 74—Automobile Plans for Salesmen 

. 75—Researching Foreign Markets 

. 74—Atomic Energy Primer for Management 

. 73—Company-Sponsored Foundations 

. 72—Marketing, Business and Commercial Research in Industry 
7|—Keys to Efficient Selling and Lower Marketing Costs 

- 70—Industrial Security:—IlI|. Theft Control Procedures 

. 69—New Product Development:—III. Marketing New Products 

. 68—Company Tax Administration 

. 67—Executive Expense Accounts 

. 66—Financial Management of Pension Trusts 

. 65—Managing Company Airplanes 

- 64—Industrial Security:—II. Plant Guard Handbook 

. 63—The Corporate Directorship 

. 62—Controlling Capital Expenditures 

. 61—Techniques of Plant Location 

. 60—Industrial Security:—l. Combating Subversion and Sabotage 

. 59—Trends in Industrial Location 

. 58—Budgeting Expenses in Small Companies 

. 57—New Product Development:—II. Research and Engineering 

. 56—The Duties of Financial Executives 

. 55—Protecting Personnel in Wartime 

. 54—-Getting Defense Contracts 

. 53—Damage Control in Wartime 

. 52—Measuring Dealer and Consumer Inventories 

. 51—Protecting Records in Wartime 

. 50—Military Inspection in Industry 


In the February Management Record 


In the tight labor market that exists today, all companies, to some extent, are faced with the problem of 
maintaining a sound salary structure, for a company must remain competitive in the labor market as 
well as in the product market. This issue of Management Record treats wage and salary problems as 
a package, and examines them from three different vantages. 


Comparative Wage Data in Collective Bargaining—Both company and union 
negotiators come to the bargaining table armed with facts to bolster their positions. 
And comparative wage-rate data are some of these facts. This article considers 
how companies and unions make use of wage data in bargaining sessions. It gives the 
types of data preferred by each side and the sources for these data. In addition, 
ten presentations of various types of wage-rate data, which were actually used in 
bargaining, are reproduced. 


Compensating Supervisors and Technicians—the shortage of technical and pro- 
fessional employees—particularly engineers-—has meant high starting salaries for this 
group. And this in turn has raised problems throughout many companies’ salary 
structures. Can management afford to bring all salaries into line with the professional 
employees’ high starting rates, or will adequate differentials have to be sacrificed? 
In this Round Table, four wage and salary administrators look at the problems 
surrounding compensation of professional employees. 


The Wage Picture for 1956—Everybody knows that wages climbed in 1956. But 
perhaps more interesting are the industry patterns that emerged. This article—which 
is based on the Board's monthly compilation of confirmed settlements—compares 
last year's adjustments with those of previous years. Information on fringes and 
tandem increases is included wherever possible. 


Published by THE CONFERENCE BOARD 
460 Park Avenue, New York 22, N. Y. 


"As we entered the Fifties there 
emerged signs of the end of credit 
abundance ....As we enter the 
second postwar decade, marked 
and fundamental differences in the 
credit picture are readily apparent 
in the balance sheets of banks, 
business and consumers alike... . 
The Conference Board Economic 
Forum deals at length in ‘the publi- 
cation with these changes in the 
credit environment and their impli- 
cations for business decision-making 
and public policy.” ... from the 
foreword to: 


“The Economic Forum was established . . . to provide 


for the expression of independent views on controversial 
economic issues of national concern by a group of 
professional economists with long experience in the 
analysis and exposition of economic problems.” . . . 
This particular study was distributed to those asso- 
ciated with The Conference Board—individuals, com- 
panies, unions, libraries, agencies and other organiza- 
tions—in January. Extra copies are still avaiiable, 
upon request. Quantity orders at special rates. 


Interest Rates and Monetary Policy 


Forum Members 


Forum Guests 


Jules Backman (New York University) 

Ira T, Ellis (E. du Pont de Nemours & Company) 

Solomon Fabricant (New York University) 

Martin R. Gainsbrugh (National Industrial Conference Board} 
Edwin B. George (Dun & Bradstreet, Inc.) 

George P. Hitchings (Ford Motor Company) 

A. D. H. Kaplan (The Brookings Institution) 

O. Glenn Saxon (Professor of Economics, Yale University) 
Bradford B. Smith (United States Stee! Corporation) 


George S. Eccles (First Security Corporation) 

Aubrey G. Lanston (Aubrey G. Lanston & Company) 

Glenn G. Munn (Paine, Webber, Jackson & Curtis) 

James J. O'Leary (life Insurance Association of America) 
Alexander Sachs (Economic Adviser and Industrial Consultant) 
Murray Shields (MacKay-Shields Associates) 

John S. Sinclair (National Industrial Conference Board) 
Donald B. Woodward (Vick Chemical Company) 


